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Danger Jn Advances 


WE are told constantly and should 
believe it by now “this war is en- 
tirely different from the last one.” 
Undoubtedly it is, whether a soldier, 
a banker, or a business man is giv- 
ing you his particular angle. It’s 
just as certain, though, that neither 
Hitler nor Weygand are going to 
change some of the underlying rea- 
sonable truths to which we have to 
cling in these days when every prec- 
edent is under attack. 

One of these truths is that an ad- 
vanced position is likely to be an 
exposed one—militarily or econom- 
ically. In Norway and in Belgium 
the Allies were lucky to escape as 
well as they did after their inability 
to hold advanced positions had de- 
veloped. Our own industrial situa- 
tion was exposed to a severe setback 
at the beginning of the year; it had 
gone ahead too fast and probably 


too far for that stage of the cam- 
paign. 

Some of the less pleasant memo- 
ries of the last war's business 
sequel stem directly from the gains 
that occurred at that time. Through 
most of it the economy was on the 
aggressive, in a risk-taking mood 
and consequently exposed to correc- 
tion or annihilation. 

Commodity prices were sky-high 
——wheat $3.45 a bushel, copper 30 
cents a pound, rubber 72 cents. 
Speculation spread from these mar- 
kets into farm lands, and many a 
high price paid in war days cost 
the farmer his property later. . It 
also spread into business, via the 
always unfortunate route of inven- 
tery ballooning, with subsequent 
penalties. 

Speculation in all its forms put 
the general price level way up and 


il encouraged new ventures, whether 
to fill war orders or otherwise. Some 
of them were erected on optimism 
principally, as were some of the ex- 
pansions of existing concerns. They 
had to be abandoned, though they 
proved later to have been the 
advance outposts of the boom 
of the twenties. The stock mar- 
ket over-reached itself and despite 
the relatively happy ending of 
the war had to go through a major 
correction. 

Anyone can draw today’s con- 
trasts with those conditions for him- 
self. The question is, will the de- 
termination to avoid dangerous ad- 
vanced positions stand business and 
markets in good stead as the war 
grows, climaxes, and ends? Answer 
it as you will, but admit that prac- 
tically all big troubles result from 
the opposite psychology. 
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HERE’S work to do. Jobs to be had. 

Jobs to be made. Wages to be paid. 
There’s better living to be created 
.-. more industrial development... 
public progress. 

The nation is never ‘‘done’’; human needs 
are never satisfied; the level of progress is 
never static. 

New products — new materials — new uses 
—new fields. Reconstruction—obsolescence— 
replacements—expansion. These are more than 
‘‘words’’. Every one stands for elements that 
mean action, opportunity and national build- 
ing up...and back of them, business and 
industrial enterprise, resource, research and 


capacity to make them so. It means work and 
wages. 





THE COMPANIES in this system maintain for 
the benefit of their customers a personnel of experi- 
enced power, heating and lighting engineers. . . 
for cooperation in all matters looking to improving 
customers’ operations through use of the com- 
panies’ services. 

Communications and inquiries covering the sys- 
tem territory may be addressed to—Industrial De- 
velopment Dept., The Commonwealth & Southern 
Corporation, 20 Pine Street, New York. 






































Words? What about the industrial and 
employment future in such words as 
these?... plastics, alloys, slash-pine, 
‘*coal-salt-air-and water.’’ Or these words 
... air-conditioning, steel and glass 
houses, aviation, television, chemicals, 
electricity. New vistas these and new raw 
material developments on the national 
horizon. 

As a cooperating factor in industrial 
and employment progress—this com- 
pany’s industrial and engineering facili- 
ties are available to industries in matters 
related to application and use of the sys- 
tem’s light, heat and power services in 
the operating territories. 

There’s work to be done. Our job is to 
work with you in present or proposed 
activities. 


The Commonwealth & Southern Corporation 
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SUPREME TEST . . . American public opinion within 
the past few weeks has become fully alive to the dread- 
ful significance that this war holds for the United States 
and for western civilization. Suddenly we find the people 
leading their elected officials, not following them. 

This aroused and united public opinion does not de- 
mand that we declare war. It does demand that we cut 
the corners and the red tape; come to deadly earnest 
grip with the essentials; provide the Allies with the 
greatest possible equipment and supplies in the shortest 
possible time; put our national defense needs immediately 
above every other consideration. It does not give a 
damn about the cost—provided we get adequate results 
—and it is more calmly resigned to heroic taxation than 
are our politicians. 

It is not too much to say that our representative 
democracy faces its greatest and most crucial test. To 





make up for the mistakes of years, we are now called 
upon io do almost the impossible in months or even 
weeks. Yet we must do it, for our free existence is at 
stake. 

Let us have done with defeatist talk that we can’t 
match the foreign dictatorships in getting things done. 
It is not the political system that counts but the capa- 
bilities of the people and the quality of the leadership. 
We see this difference between efficient Germany and 
inefficient Russia, both being complete dictatorships. 
Moreover, the public is more than willing that our Fed- 





The Trend 


LAURENCE STERN, Managing Editor 
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of Events 


eral Government should have and exercise any extraor- 
dinary powers needed to get this job done. They will be 
equally intolerant of timid political straddling and 
bungling inefficiency. 

The blueprint of the 1917-1918 preparedness efforts 
of the Wilson Administration and the military chieftains 
of that day is a record of colossal inefficiency and tardi- 
ness. If the present Administration does not profit by 
that experience and do a far better job—God help us. 


THE COMING FAMINE .. . However the war goes 
this summer, a severe famine over widespread areas of 
Europe next winter is a predictable certainty. Great 
as is the present tragic distress of millions on that war- 
ravaged continent, it is to be magnified. 

Last spring, with late cold prevalent over most of 
Europe and with floods in many areas, was the most 
unfavorable for European agriculture in many years. 
Crops in the Balkans especially got off to a late and 
poor start. Moreover, all over Europe—in belligerent, 
non-belligerent and neutral countries alike—millions of 
peasants are serving in the armies, consuming food but 
producing none. Food conditions in Russia are reliably 
reported to be the worst since the great famine of 
1932-1933. 

We have a surplus of food here. It could be put to 
good use in Europe. But if the German army should 
succeed in knocking out France this summer, thereby 
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coming into control of virtually the whole continent, we 
would be faced with a nice problem. We could not pour 
food into Europe without it falling into German hands 
which would route it promptly to hungry German 
stomachs. We would not care to feed Germans while 
their victims starved. 


PAYING THE BILL ... We have gone through approxi- 
mately a decade of heavy deficit spending by the Gov- 
ernment, during which Federal borrowing has exceeded 
$25,000,000,000 and the direct debt has been increased 
to nearly the statutory limit of $45,000,000,000. On top 
of this, we are now forced to spend additional billions for 
armaments. After the equipment has been obtained, 
we will face each year a much increased cost in main- 
tenance of our expanded military and naval forces. 
There is no ideal solution for this huge fiscal problem. 
Our course will have to be a compromise. Taxes must 
be increased. The debt limit and debt must be increased. 
The additional borrowing, as heretofore, will be financed 
partly by the savings of the people, partly by bank credit 
inflation. Fortunately, our basic position is notably 
strong. Both available savings and bank credit resources 
are tremendous—in fact in excess of any probable need. 


As a people, the margin we have for meeting increased 
taxes without serious impairment of the living standard, 
is wider than that of any other great power. 

But while the American people will meet their tax 
problem with realism, they have a right to demand—and 
are demanding right now—that wasteful, extravagant, 
non-essential Federal spending be curtailed with equal 
realism. There is no valid reason why the politically 
pampered pressure groups should continue to get the 
lavish hand-outs of recent years. Through moderate 
sacrifice, they must share some of the burden with the 
taxpayers. With the armament program offering promise 
of increased employment, the costly W P A set-up should 
be drastically changed, substituting local administration 
and Federal grants-in-aid up to a fair portion of the 
necessary costs. 

The tax proposals now pending in Congress have the 
great merit of bringing some 2,000,000 additional persons 
into the income tax rolls. The more, the better—even if 
the individual tax is small in the lowest bracket. A great 
weakness of democracy is its tendency toward extrava- 
gant, wasteful government. The more direct income tax 
payers we have, the greater the pressure of public opinion 
for sound government. 





Questions 


Since the billions now planned for armaments 
obviously represent only a small start, with more 
billions to come, is it not inevitable that we face 
an ultimate terrific inflation of prices, probably even 
exceeding that of the World War days? 

The World War price inflation was something less 
than “terrific”? when measured by the standard of the 
German or French post-war inflations. It would take a 
rise of 25 per cent to put it back to the 1926 level. Even 
this much advance is doubtful, but not impossible. With 
the exception of a few strategic materials which we have 
to import, available and potential supplies of raw ma- 
terials are plentiful. Industrial facilities are far larger 
and more efficient than in the World War period. Finally, 
government price controls must be allowed for. In short, 
investors at this time could go badly wrong in letting the 
possible inflation threat dominate their course. 


Quantities of weapons will do us no good unless 
we have plenty of trained men to use them. Don't 
you think it imperative that we adopt universal com- 
pulsory military training immediately? 

We do think so and, judging by the speed with which 
public opinion seems to be moving in this direction, it 
probably will be adopted in the relatively near future. 
A Gallup poll on this subject recently showed 50 per cent 
of the public in favor, against 39 per cent last October. 
Since this poll was taken, the newspapers have shown 


of the Day 


a still further swing of opinion toward conscription. To 
register all able-bodied men from, say, twenty to thirty, 
and to select 1,000,000 for thorough military training, 
would be clearly in the national interest. This number 
could be readily found among men who are physically 
fit, and who have neither dependents nor jobs that can 
be regarded as essential. In fact, many thousands with- 
out jobs at all could qualify. 


Belgium just paid the interest on some dollar bonds, 
despite her prostrate condition. Is this ground for 
hope that the structure of debts and international 
payments can be held together until the end of the 
war? 

The hope is slim and based almost entirely upon the 
condition that the war end quickly. Otherwise it is too 
much to expect nations broken to pieces or fighting for 
their lives to deprive their people in order to meet obliga- 
tions abroad. With Italy entering the war the result 
will probably be to drag Africa and Asia into active 
participation. That would leave only North and South 
America still technically at peace. Along with more 
desperate attempts to finance the war will come new 
expedients to prevent wasting of assets in international 
trade. The world is faced with the possibility of a mora- 
torium far more sweeping than any yet seen. It may not 
come, but that would be because some element now in 
the picture happened to change its inexorable trend. 
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As 9 Soo JL! 


BY CHARLES BENEDICT 


WITS AGAINST CANNON 


- us not forget that this is a war of nerves first— 
that Germany’s great victories have been won by propa- 
ganda and in the field of diplomacy. And, even then, 
the Nazis risked their highly efficient war machine only 
after they had thoroughly established treacherous fifth 
columns in the countries they set out to invade. 

Nazi Germany has relied on wits first. Hitler, as a 
student of history, knows that Empires are won by ideas 
and imagination and lost by lack of them; that the size 
of armies and the efficiency of equipment are secondary 
factors in the winning of battles. 

The United States has everything—the brains, the 
genius, the productive capacity, as well as the passionate 
desire for liberty. There shall be no night for us, and 
our country will be able to hold aloft the torch that will 
shed the light of compassionate civilization over crushed 
and vanquished peoples—renewing their hope and cour- 
age—if we too use our wits in 
this crisis. 

Germany will be beaten even- 


tually. 
There are two fundamental 
reasons: (1) Because the Nazis 


have set forces in motion which 
must destroy them. (2) Be- 
cause the spiritual regeneration 
of man has begun—with the rec- 
ognition that truth, sincerity 
and honor constitute the only 
sound basis for human develop- 
ment. The strength with which 
this belief is beginning to fill 
the hearts of men the world over 
will inspire passionate and even 
fanatical zeal, which will bring 
victory over the forces of evil 


and corruption let loose by 
Nazism. 
Up to now Germany has 


pulled the strings that made the 
puppets dance. First came the 
Rhineland, Austria and Munich 
where the Chamberlain-Daladier 
combine schemed to direct the 
Nazis toward the East and Rus- 
sia. Then the Nazi-Communist 
alliance whereby Stalin hoped — yesmith 
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to turn Germany away from the bread basket of the 
Ukraine to the West toward France and England—only 
to be trapped into the Finnish expedition which enabled 
Germany to take the true measure of the Russian war 
machine. This put Stalin on the spot in the same way 
that the Battle of Guadalajara in Spain gave Nazi “wits” 
the answer to the capacity of Italian arms. Thus Ger- 
many, in full control of the situation, was able to take 
the offensive everywhere. 

The speed with which Germany conquered the Scan- 
dinavian Peninsula encouraged her to tackle the Low- 
lands—just as the strength of the British Fleet (which 
made possible the evacuation of hundreds of thousands 
of trapped Allied troops) caused Germany to believe it 
would be easier to destroy France first. 

Now, as I write, Italy has just entered the war. And 
we may expect new involvement greatly to extend the 
battlefront from Europe into 
Africa and Asia. Close at hand 
there are Egypt, Rumania, Jugo- 
slavia, Turkey. 

What of Russia whose interest 
in the Balkans does not coincide 
with that of Italy—even though 
a truce is rumored to have been 
arranged between Mussolini and 
Stalin? = Stalin’s manpower is 
enormous and his policy is not 
to be sparing of it. For as I 
learned in the foreign office at 
Moscow in 1935, the loss of fif- 
teen million men would be re- 
ceived with a mere shrug of the 
shoulders. 

Certainly the speed with 
which Hitler has cleaned up the 
West must tell Stalin that his 
turn will come and that he can 
kiss the Ukraine (the bread bas- 
ket of Europe) goodbye some- 
time after the harvest in July if 
France is conquered, as_ the 
Nazis will be very hungry by 
then. 

Regardless of the way the war 
turns in Europe, the struggle will 

(Please turn to page 328) 
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l.—_What Market Action To Take 


Ability to stand up under adverse war developments is 


encouraging — but further tests seem inevitable. 


While 


new trading range persists, clues to future trend must be 


treated skeptically, holding some buying power in reserve. 


SY A. TF 


S sce our last previous analysis was written a fort- 
night ago much of vital significance has come to pass. 

Having successfully completed the Battle of Flanders, 
the Germans have launched their full fury in a drive 
toward the heart of France; they have met with initial 
successes and the position of the Allies has become more 
desperate. 

American public opinion has awakened fully to the 
dangerous implications that a possible 


. MILLER 


average 6.35 points. In contrast, durmg the fifteen trad- 
ing sessions from May 22 through Saturday, June 8, in- 
clusive, the industrial average advanced 1.23 points, the 
rail average 1.65 points and the utility average 23 cents. 
In the ten-day decline of May 10-21 total volume 
amounted to 25,036,450 shares or an average of approxi- 
mately 2,500,000 shares per trading day. In the fifteen 
sessions of May 22-June 8 volume amounted to only 
11,347,607 shares or an average of only 





German victory in the war would hold 
for us; it is hardening daily against the 
Nazis, daily swinging toward still greater 
material aid to the Allies, and thereby 
the chance of this country’s ultimate in- 
volvement in war is increasing. 
Investors and traders are no longer 
exclusively preoccupied with war devel- 
opments; they are pondering longer 
range American uncertainties, including 


in the past. 


MARKET 


The bottom possibly near or 
The sustained re- 
covery probably to be delayed 
for a better setting. The advice 


to buyers—move slowly. 


some 756,000 shares per trading day. 

We have seen several days on which 
the war news was blacker than that 
which touched off the net decline of 
8.30 points in the industrial average on 
May 21 and shot volume up to 3,940,000 
shares in that single session. On none 
of these days, however, has there been 
any such “break-through” of the mar- 
ket’s defenses. 

The market has begun the new week 





the question of radically increased Gov- 
ernment controls and possible “excess 
profits” taxes next year, if they are not enacted sooner. 

Italy, as this is written, is reported to have declared 
war on France and Britain. 

Yet during this period of psychological stress there has 
been no additional significant deterioration in the position 
of the stock market. Whether bottom has been seen or 
not, it is definitely encouraging that Allied reverses no 
longer bring proportionate market reverses. This demon- 
strated ability to “take it” suggests that the ten-day 
price deflation which accompanied the German drive 
through Flanders to the sea went a considerable distance 
toward discounting the worst contingency—although the 
last test of recent lows cannot safely be assumed to have 
been seen. 

For perspective, the market record since the German 
invasion of Holland was unleashed in the early hours of 
May 10 is worth examination. The ten trading sessions 
May 10-21 constituted the panic period. In those ten 
trading days the Dow-Jones industrial average declined 
34.04 points, the rail average 9.03 points, and the utility 
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with general reaction, but volume is 
relatively light and the hourly averages have not 
yet violated previous absolute lows. They may, of 
course, do so, but the immediate performance sug- 
gests at worst—like the immediate performance of the 
French army—a slow and stubborn retreat to new lines 
of defense rather than a rout. With the Italian uncer- 
tainty out of the way, rallying tendencies became evident. 

On the basis of closing prices, the range of the Dow- 
Jones industrial average from May 22 to date has been 
only 3.10 points and that of our somewhat more rep- 
resentative daily average of forty industrials has been 
only 3.02 points. Despite its much shorter duration, 
psychologically this trading range can be likened to the 
eight-month trading range which followed the brief war 
advance last September. 

During those eight months the averages refused to 
come into gear with either business advance or business 
reaction. War uncertainty was the dynamic factor. The 
uncertainty as to when “all-out” war would begin and 
as to how the fortunes of such war would go was, of 
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course, resolved with the Nazi drive through the 
Low Countries—with results now unfortunately 
familiar. The market has retreated from one 
trading range level to another, radically lower. 

It continues apathetic to a relatively high and 
rising level of domestic business activity. It is 
unable for the present to capitalize on the fact 
that prices are abnormally low in relation to 
present and prospective near-term corporate 
earning power. In contrast to the trading range 
performance of January-April there are almost 
no “out-riders” showing independent strength. 
The war babies, including aircraft, shipbuilders, 
some steels and some machine tools, have con- 
served a substantially greater proportion of their 
rise from the 1938 lows than has the general 
market, but in their inability to date to rally 
from recent lows they are on a par with the 
general run of stocks. 

Almost certainly this recent trading range will 
be broken—whether up or down—by war devel- 
opments, rather than by the domestic business 
and price-earnings considerations. In the exist- 
ing setting any appraisal of the short term trend 
could only be a sheer gamble. A decisive set- 
back for the German forces would produce a 
very substantial rally. Their closer approach to 
Paris would put further pressure on the market, 
probably testing recent lows. Whether second 
thought on Italian intervention will square with 
the initial emotional release remains to be seen. 

In any event financial opinion today is look- 
ing forward to, or allowing for, two more impor- 
tant tests of the market’s resistance. It (1) 
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wonders whether a possible French disaster has 
been discounted; (2) it wonders whether the 
Germans can successfully invade the British Isles and, 
if so, what that would do to the market. 

In the face of these continuing grave uncertainties, 
this publication cannot at present do other than favor 
great caution in investment and speculative policy. We 
realize fully the practical difficulty of the reader in apply- 
ing such generalized advice, for no general comment we 
can make can fit the widely varying circumstances and 
security holdings of the diverse thousands of individuals 
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served by this analysis. We shall try, however, to come 
to closer grip with the problem in amplifying the above 
generality as follows: 

If an investor is so fortunate as to be entirely in cash. 
we would favor selective, scale-down buying up to a 
moderate portion of available funds in any further near- 
by weakness. Otherwise our advice would be to conserve 
cash. If one is fully invested, the safety first course 
would be to establish, even at present low prices, at 
least a reasonable margin of liquidity by disposing of a 
portion of least promising holdings. If one is carrying 
securities either on margin or bank loan, the conserva- 
tive course would be to retire the debt by any necessary 
liquidation. For the minority who exclusively hold safe 
income securities outright—as contrasted with cyclical 
issues with an erratic dividend factor—we would advise 
sitting tight. 

There is more to the problem of formulating sound 
investment and speculative policies now than the ques- 
tion of where the market may make bottom. Barring 
a miraculous and early defeat for Germany, it is prob- 
able, after so tremendous a market deflation, that con- 
siderable time will elapse before sustained recovery—as 
distinct from any rallies—can develop. As long as Ger- 
many remains undefeated, there will be many uncertain- 
ties in the picture, both near term and longer term. 

Italy’s entrance into the war has ended only one 
uncertainty. Whether France will be knocked out and 
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tain result of the expected attempt to invade England. 
If England is taken, there will be the uncertainty 
whether the British navy and the rest of the British 
Empire will continue in a state of war. It is at least 
possible that war will go on for a long time, even if both 
England and France are vanquished. If so, there will 


when is the next uncertainty. Beyond that is the uncer- 


be increasing uncertainty as to the role of the U. §, 

In free peoples, however, there is an inner strength 

which asserts itself when the showdown comes. In the 

notable resistance shown by the market as this is sent 

to press—resistance in the face of black news—we get a 

glimmer of such fortitude. Perhaps it is a good omen. 
—Monday, June 10. 





II—U. 8S. Industry Readjusts to War 


BY JOHN LLOYD 


ace have been powerful temporary influences at work 
in the industrial system during recent weeks. In steel 
it was the rush to get specifications in under the June Ist 
price deadline, as well as the natural attempt to antici- 
pate a possible flood of European orders. Customers in 
a good many other lines were forced into action as Allied 
buying and America’s own armament program threat- 
ened to interfere with prompt shipments in the future. 
Less definite but more general and equally important 
has been the gradually developing feeling that inven- 
tories should not be allowed to run off any lower, in 
view of the reduction already achieved 


unprocessed metal from American mines. The large sales 
to England and France one hears of are sales of the 
foreign output of American companies. The U. S. Gov- 
ernment, on the other hand, will consume domestic cop- 
per as well as fabricated products. The demand for the 
latter is thus likely to be more dynamic than for the 
former. 

It would be wrong, or at least premature, to place the 
copper industry among the most outstanding gainers in 
this new phase. Machinery and machine tools, steels, 
and of course aircraft, are the current elite. It is signifi- 

cant that two of these—machine tools 





and the upward turn in the business 
activity indexes. 

The temporary forces are all favor- 
able, at least on balance, and we are 
witnessing a business rise in many re- 
spects the equal of the one that started 
with the war. But its duration and its 
effect on individual industries are ques- 
tions to be answered only by seeing 
clearly what is causing it. 


INDUSTRY 


The setting abnormal—the trend 
selectively upward. 
machinery, steel and chemicals 
assume a tentative lead. 


and aircraft—have already assumed the 
status of bottlenecks in a war effort. 
The machine and tool makers are work- 
ing beyond their theoretical capacity in 
many cases and enlarging their capacity 
constantly, yet because they contribute 
so importantly to other industries in- 
cluding aviation they have become the 
armament problem children. The air- 
craft makers set a new record for pro- 


Aircraft, 





War orders from the Allies are given 
a weight beyond their dollar value because they repre- 
sent buying concentrated in key lines, and concentrated 
in the hands of purchasers whose means are ample and 
whose needs may at any time double or triple. Some of 
the same things can be said about the prospective work- 
ings of the domestic defense program. Yet while Allied 
orders might cease or skyrocket overnight, Federal arma- 
ment expenditures will gain momentum more slowly and 
hold it more surely. If both continue, the temporary 
pickup in activity should last and grow; if Allied war 
orders should cease with Germany still a cause for Amer- 
ican rearmament, there is a chance that domestic mili- 
tary orders alone will sustain industry. 

Since these are the immediate business stimuli, it is 
natural to find that the fields they hit with the greatest 
impact are the ones now leading the procession—and 
due for continued leadership as their force grows. Not 
in all cases are foreign and domestic orders aimed at a 
common target. For example, Europe wants fabricated 
copper and brass products, but has no need of the 
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duction last year, and may come close 
to tripling that record in 1940. Even that will fail by 
a big margin to satisfy the requirements of this and other 
countries for planes. 

Steel is a different problem. Here is an industry com- 
monly thought of as overbuilt. It is extremely doubtful 
if it can ever be swamped with orders for more than a 
few weeks at a time. But last fall we had an example 
of the fact that it can happen temporarily, with many 
plants turning out more steel than the ratings would 
admit possible. Since then Belgium and Luxembourg 
have been taken out of the Allies’ orbit, and their ex- 
ports to the rest of the world have been definitely made 
impossible. A few bombing raids into England and 
France can quickly reduce the supply coming into exist- 
ence in those nations. 

While the Allies must provide against such contin- 
gencies in advance of their occurrence, domestic business 
must also protect itself against a run on steel by holding 
inventories somewhat above normal levels, and _ this 
country’s arms program will soon be an additional factor 
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in the situation. The operating rate has already risen 
twenty points above its recent low point, and there does 
not seem to be much doubt that it will hold well above 
that low in the months immediately ahead. While 1939 
was a good year for the steel makers, 1940 seems to 
promise even larger volume. 

Sharing in the abnormally-caused industrial pickup 
as inevitably as they do in the normal ones are the chem- 
icals. Not only are they the beneficiaries of greater 
activity in this country, but their export business is also 
running well ahead of a year ago. Invasion of the Low 
Countries opens new markets to them—ones that were 
formerly supplied by Holland and Belgium. The trend 
toward developing synthetics which will relieve depend- 
ence of the United States on foreign sources of raw 
materials acts in their favor, as does the probability that 
greater quantities of munitions will be turned out in the 
months ahead. Large orders have already been placed 
for the Allies and some construction of new plants for 
this purpose is under way. 

The railroad equipment industry was one of the chief 
suppliers of armaments in the last war and is beginning 
to repeat in this one. Many orders have been placed 
already, with more to come as the Allies respond more 
desperately to the pressure for immediate equipment 
and as the United States steps up its own requirements. 
If, as seems probable, greater business activity increases 
demands upon the railroads, the equipment makers will 
receive an influx of calls for rolling stock. 

Shipbuilding and shipping are directly affected by the 
intensified efforts of the United States to build up its 
fleet and by the increased needs of the Allies for imports. 
So far as building activities are concerned, present 
capacity is so fully engaged that about the only conse- 
quence to be envisioned is further construction of ship- 
yards. This will require new capital, undoubtedly avail- 
able from the Government if not elsewhere, and it will 
add appreciably to the level of employment and wage 
payments. 


Spending Outlook Good 


The generally promising outlook for salaries and wages, 
expected to exceed those of last year by a comfortable 
margin, provides a favorable setting for retail trade, 
including mail order, department and food stores. So 
much depends, however, upon the behavior of commodity 
prices and the cost of living over coming months that 
it is unsafe to make any detailed predictions of trade 
profits. In many cases, they will be determined largely 
by the skill or good fortune of the management of an 
individual enterprise in meeting conditions as they 
change. 

Gradually rising national income may not have the 
normal effect in boosting sales of consumers’ durable 
goods, such as automobiles, refrigerators and radios. 
Should the Government increase taxes upon middle and 
lower bracket incomes, with possibly some form of en- 
forced loan, or should it raise direct taxes on non- 
essentials, the result may be to force wages into new 
channels. However, many of the companies producing 
these goods are able to change into other lines, as the 
automobile accessory companies can supply the aviation 
industry and as the automobile makers themselves can 
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turn more decisively toward trucks or aircraft engines or 
other mobile equipment. 

The farm machinery industry is likewise in position 
to concentrate its tractor divisions on military lines, par- 
ticularly tanks. Electrical equipment makers are experi- 
encing heavy demands from the utilities, with their large 
construction programs. Aside from possibilities in the 
way of manufacturing direct war materials, this industry 
plays a part in the increased use of machinery and tools 
no matter to what purpose they are devoted. 

A great many, perhaps the majority, of domestic in- 
dustries will feel the effect of the war and armament 
programs only through their influence on general busi- 
ness. So far as they are concerned, a pickup for almost 
any other cause would be preferable because it would 
be more easily gauged and possibly more lasting. How- 
ever, an industry like communications mirrors industrial 
activity no matter if budgets are unbalanced and taxes 
are shooting skyward. That is the stake of a large part 
of business in the current trend. 

Building and the lines related to it comprise one of 
the enigmas of the immediate future. Most of the very 
recent reports on private construction activity have been 
favorable, after a somewhat wavering performance pre- 
viously. Two variables obscure the outlook. One is the 
probability of moderately or substantially higher na- 
tional income, depending upon the slope of the business 
rise. The other is the effect of a determined war effort 
upon activities not directly related. It is conceivable 
that productive capacity and man power will be so fully 
engaged in the war effort that diversion to a greater 
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volume of home building activity will be discouraged. 

Other industries such as petroleum remain partly an 
unknown quantity at this time because the facts are not 
in agreement with the theories of what should be hap- 
pening in them at this time. War had been expected to 
create a rising demand for gasoline and oil, all over the 
world, and it may yet have that effect. This country’s 
exports, however, show no signs as yet of bearing out 
such predictions, except in a relatively moderate in- 
crease in demand for lubricating oils. The war is still 
growing and spreading and may eventually have a bear- 


ing on the domestic petroleum industry. Already it has 
reached into Venezuela and the closing of the Mediter- 
ranean will doubtless give a strong boost to this trade. 

The rate of gain and the timing will vary considerably 
between the different lines taking direct or indirect part 
in the war effort. The methods and objectives of the 
effort itself are subject to change. It is enough for the 
present to note that the business improvement it is 
already causing comes in the industries that have in the 
past proved themselves most volatile and most influential 
on the rest of the economy. 





Iii—Strategice Portiolios for Today's Conditions 


BY FREDERICK K. DODGE 


 —— the problem of investment with capital 
growth in mind is considered, there is always a special 
circumstance or underlying condition of the times which 
changes the solution. Frequently there are several, 
applying to individual industries or to all alike. Today 
the abnormal factor is the outgrowth of war and 
rearmament policies. Tomorrow it may be peace and 
reconstruction, or the price and wage distortions 
which commonly follow a war period. 


progress in relation to business as a whole, its current 
attractiveness is determined by a process of coppering 
the market’s mood of the moment. Exactly as one 
attempts to buy stocks when nobody wants them and 
sell them when they are in demand, it is necessary today 
to distinguish between the different types of demand 
and in general work counter to the popular preference 
for war babies or peace stocks. 

When the market as a whole is buoy- 





Theoretically, the true long term in- 
vestor might disregard the European war 
and the American arms program. Prac- 
tically, he is almost forced to give it 
prominent place in his reasoning. The 
factor is sure to come under the classi- 
fication of temporary, but it will be 
powerful and it may last for several 
years. 

Any choice of securities today is there- 
fore the result of a compromise between 


now. 


INVESTMENT 


Planning for protection, as well 
as appreciation. 
conservative attempts to reduce 


risks are possibly ineffectual 


ant, so long as it continues a rather 
peculiar sort of war market, the war 
babies will probably be found selling 
rather high on their dynamic outlook. 
When prices experience a sharp decline, 
the markdown is likely to be most 
severe in the volatile war issues—and 
their attractiveness is greatest at such 
times. Because their swings are so much 
wider and less subject to prediction, the 
investor will rarely find it advisable to 


Ordinarily 





the normal, conservative method of 
anticipating earnings gains, and the search for companies 
that are in line for direct help from the trend of the 
moment. Success will depend upon timing as well as 
upon selection. Prices—and we mean stock prices—play 
a big part in any sound selection of invesments. At times 
when the market is enthusiastic over the war babies the 
chances are that they entail greater risks than are 
acceptable to anyone who considers himself an investor. 
Under the circumstances he has no alternative but to 
leave the quick and spectacular profits to someone else. 
It is quite possible that the growth issues whose pros- 
pects seem temporarily injured by the war will be more 
attractive whenever sentiment is unanimously in favor 
of the high flyers and convinced that nothing can happen 
to interfere with the war boom. 

The compromise with most chance of practical suc- 
cess would seem to be based on the thought that so long 
as an industry or company falls within the class showing 
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load up heavily and exclusively with 
such stocks, but a portion of total capital can be used in 
following the current trend toward universal armament 
at times like the present, when market prices have been 
substantially marked down. 

In putting together a portfolio nowadays it is perhaps 
futile to stress the distinction between an investor and 
a speculator. Every man who buys the ordinary run of 
stocks and bonds is a little of each. He is a risk-bearer 
willy-nilly, even if he owns no securities at all. His 
salary or business profits, his home and his very bank 
account involve him in the hazards of the times. Para- 
doxically, one way to reduce the risks is to accept others. 
By deliberately attempting with his investments to create 
chances for capital appreciation, he provides not only for 
the market commitments that do poorly, but for reverses 
in other fields. 

Another way of expressing it is this: Even to hold his 
position without losing ground, the average man finds it 
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necessary to use aggressive tactics with a certain portion 
of his capital. The amount so devoted will vary, and it 
should not be necessary to slip into mere gambling, but 
investment for appreciation is decidedly a part of the 
most conservative individual’s policy today. 

Both of the portfolios suggested herewith have this 
thought in mind. The larger one represents the total 
investment funds ef a man whose purpose is to keep his 
capital intact, realize a fairly steady income from it, and 
provide some opportunities for its growth. The smaller 
might be a typical possession of a younger man, deter- 
mined to key his policies directly with the trends and 
the market position of the moment. Stability is not one 
of its main objectives, nor is income. 

With his “Static Group” as well as his cash reserve, 
the owner of the larger portfolio seeks to hedge against 
the possibility of a further serious dip in stock prices. 
Not only will he have buying power in a prolonged bear 
market, but he will have considerable resistance to 
depression influences. Yet the issues in this group are 
by no means devoid of attraction even in a war or arma- 
ment economy. American Can, for instance, is a steady 
earner and dividend payer. In addition the company is 
one of the largest makers of machinery in the country, 
one that the War Department has had actively in mind 
as a possible manufacturer of military essentials. Its 
great number of plants scattered throughout the United 
States are protection against localized transportation tie- 
ups, or even air raids. Its business is entirely on this 
continent, so it has avoided the difficulties of most enter- 
prises which have been induced by their size to spread 
into foreign countries. With the Government committed 
to active measures to build up reserves of critical ma- 
terials like tin, the company is soon to be relieved of 
the danger of a shortage and the need for burdening itself 
with large supplies as protection. 

General American Transportation is an important 
builder of rail equipment, in addition to its position as a 
tank car owner. When a company like American Car & 
Foundry receives many millions of dollars of war orders. 
the whole equipment field is helped indirectly, and it is 
quite possible that the direct war business will spread to 





A Portfolio Keyed to the Times 


Shares Price Value 

Growth Division 
Aluminum Co. of America......... 20 152 $3,040 
American Cyanamid B............. Be RP 100 31 3,100 
Bendix Aviation..............+.:- ‘ 100 27 2,700 
Timken-Detroit Axle............. 100 20 2,000 

Trading Division 
Baldwin Loco............ vahaer art 100 14 1,400 
I ENII oe ions scenes naaie teeters es 100 12 1,200 
Le a rr rere pe 100 19 1,900 
rere Peers oes 100 16 1,600 
Ie sos occ oekaees en : 100 29 _ 2,900 
$19,840 





other units. General American has also acquired a small 
stake in the aviation field, without disturbing its main 
source of income. 

Only United Aircraft in the Static Group is in the war 
baby class. The position of this company in the industry 
is such, however, that even a sudden peace would prob- 
ably prove only a temporary setback to its earning power. 
Behavior of the issue during market troubles sets it apart 
from most of the war babies. 

The Static Group will probably change only when 
shifts in the major trend of business and the market are 
anticipated. The Mobile Group is intended to be used 
more actively—not perhaps in trading for each swing, 
but certainly with an eye on the intermediate trend. 
The fund held in cash or high grade bonds may at times 
be added to either security group, with the idea of return- 
ing it to its position as a reserve whenever the market 
shows any sustained recovery or lift from levels prevail- 
ing when it was put to work. It is possible to sacrifice 
income on this 20 per cent of capital and yet show a yield 
of close to 4 per cent on the total. As things look now, 
actual dividend payments may be. in excess of the 
amounts assumed. Ifa period of generally reduced divi- 
dends should set in, the lowering of income would be 
offset by the opportunity to use the reserve fund in 

issues which would bolster the amount 





Balanced Investment for Unusual Conditions 


of return. 
The smaller portfolio makes an arbi- 
trary distinction between a “Growth 


Facer Division” and a “Trading Division.” 
Suenaleg iii tile Value oes tt’! Each of the companies in the former has 
Cash (or high grade bonds)................-eee0ee es $10,000 ~—s........ recently broken its own earnings rec- 
A. Static Group ords and is now in the process of setting 
eee OTE OEE STOTT TRTCET 50 shares 91 4,550 $200.60 up still newer ones. Yet, though they 
Gen'l Amer. Transportation.................0.6.0: 80 37 2,960 190.00 are chosen with an eye principally to 
RIM ICAI tats oiare ass sos ook aes wacesiess 50 61 3,050 110.00 their long term growth characteristics, 
GMMR Meal kA os Ueoee vane loleaiarola Vesela 50 73 3,650 250.00 they are not out of touch with current 
MIAME MUIR oo eS ere ans oats Sar ak 50 44 2,200 100.C0 realities in business. They are specu- 
B. Mobile Group lative, but each could be defended as an 
SS SERRE ROBE rk aa 200 27 5,400 300.00 investment in the future. 
NN RCO ITE One nE nea a a 100 69 6,900 150.00 Income is presumably not an objective 
NN Sicha igi ci ciae ys v4) s anhwxew wees 100 31 3,100 100.00 (a) . , . ; r 
Meth Amer. AMOR... ...0ccccccccscesceeceees 200 18 3,600 280.00 of this portfolio. However, it will be 
es I i hs ad a 100 32 3,200 425.00 (a) found that dividends on certain of the 
Emig Dee Ol ARIS ssc565i. cosine cauoenccdececes 100 20 2,000 200.00 issues are quite liberal in relation to 
$50,610 $2,005.00 market valuations. In case of a major 


a—Based on payments in 1940. 


business slump most of the dividends 
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We are seeing not an imperialist struggle but a 
Nazi drive for world mastery both through force 
of arms and social-political-economic revolution. 


War's Impact on the United States 


BY H. M. TREMAINE 


a ‘= war and revolution brought upon this hapless 
world by the scheming Austrian ex-corporal have set 
in motion a chain of forces of which no one can see the 
end. Whether we formally go to war or not, this 
country—and the western hemisphere—cannot escape 
impacts which inevitably will shape or modify our eco- 
nomic, social and political status for years to come. 

Although in the current world chaos no one can pre- 
sume to forecast the precise shape of things to come, 
we can set down the alternative contingencies as regards 
the outcome of the war, and under each weigh in broad 
outline the essential problems which would confront us. 

Unless a veritable miracle occurs, the contingency of 
an early Allied victory must be ruled completely out of 
the picture. The contingencies to be reckoned with, 
therefore, are (1) an eventual Allied victory, brought 
about through economic exhaustion of Germany in a long 
war; or (2) a relatively early German victory over 
France and the British Isles. 

Either of these contingencies implies a continuing vast 
expansion of the armaments of the United States— 
bringing major industrial shifts and dislocations, as well 
as taxes far higher than those now being enacted—for 
if the conflict is protracted our industrial power will be 
used offensively to aid the Allies to the maximum pos- 
sible degree; and if Hitler wins we shall strain all re- 
sources for defense. 

Moreover, the cold fact is that either contingency 
involves some risk that this country may in a not distant 
future find itself at war with Germany. Assuming the 
first contingency—protracted hostilities and eventual 
stalemate such as developed in the First World War 
by 1917—there will be powerful arguments that our 
intervention could tip the scales, at relatively light risk, 
and assure complete Allied victory. 

Given the second contingency—early German victory 
—there are two general avenues which might lead us 
to war: (1) direct German aggression against this conti- 
nent, which is improbable, or German action in Latin- 
America which would take us to war in enforcement of 
the Monroe doctrine; and (2) continuation of a war of 
siege and blockade by the British navy and by the 
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British dominions—even if England is conquered—with 
our eventual participation in such long-distance hostili- 
ties. 

In the final analysis the law of self-preservation will 
inevitably determine our foreign policy and the methods 
by which we seek to carry it out. Unless and until we 
have strong assurance that the British navy will neither 
be destroyed nor delivered into the hands of the Ger- 
mans, our foreign policy at bottom will remain uncertain, 
no matter what diplomatic bluffs are maintained in the 
meanwhile. Without the British navy as our first line of 
defense in the Atlantic Ocean, our present policy as to 
the Far East and the Pacific would be untenable, and 
it would be open to serious doubt whether we could 
effectively enforce the Monroe doctrine for all of the vast 
western hemisphere. 

In the worst contingency, therefore, we would prob- 
ably make such terms as we could with Japan and re- 
define the boundaries of the area we regard it absolutely 
essential to protect. That area, in addition to the United 
States, Alaska and Hawaii, includes Canada, Greenland, 
Bermuda, Mexico, the West Indies, Central America and 
that portion of northern South America which lies within 
1,000 to 1,500 miles of the Panama Canal. 

The voluntary combination of the United States and 
Canada—some 140,000,000 people abundantly equipped 
with raw materials, industrial facilities and technical 
skill—would be a very tough nut for any hostile power 
to crack. If persuasion failed, it could not hesitate to 
apply any needed force to Latin-American areas of vital 
strategic importance in relation to the Panama Canal 
and to the southern borders of the United States. 

Although the territorial integrity of our major de- 
fense areas in the western hemisphere is not subject to 
early threat, our defense crisis almost certainly will be 
of long duration. Our preparation, now barely begun, 
will in time strain our energies and resources to the 
utmost. In governmental and economic activities the 
emphasis must inevitably shift increasingly from the 
non-essentials to the essentials. Under any Federal ad- 
ministration—present polls indicate probable re-election 
of President Roosevelt—we will move further toward 
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governmental control and regimentation. Taxes will be 
radically higher. Billions will be added to the Federal 
debt. Until the present remaining slack in industrial 
capacity and employable labor is taken up, there should 


be no decline in our living standard. Some eventual 
degree of planned diversion of facilities and labor from 
non-essential consumer goods is probable. 


IJ, At this point it is pertinent to summarize the gen- 
eral world objectives of the Nazi war-revolution—with 
the qualification that their attainment obviously de- 
pends not only on the conquest of France and the 
British Isles but also upon the complete defeat and 
surrender of the British and French empires, including 
their navies and the bulk of their colonies. If Prime 
Minister Churchill’s word can be taken at face value, 
Hitler is still a long way from this total victory and 
time may yet work against him. If the British navy, 
operating from empire outposts, could continue to keep 
Hitler shut out of overseas commerce, he would have a 
very tough task even to consolidate his mastery of the 
European continent, Germany would remain under ter- 
rific economic strain and Germans by next winter might 
well be more interested in food than in further conquest. 

It is only prudent, however, for us to contemplate 
the worst and to be forewarned of what we would be up 
against. Given a complete victory, Germany would be 
the political and economic master not only of Europe 
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but of a major portion of the world. Japan would play 
ball, and Italy and Russia would perforce dance to the 
tune the Germans called. Not counting Russia, some 
400,000,000 Europeans would be regimented into an 
economic entity, constituting in time both the greatest 
consuming market in the world and the greatest center 
of industrial production. Business within this vast trade 
area would be transacted via the managed German mark. 
External trade would be exclusively on a barter basis. 

Such a set-up would produce a prompt and violent 
shrinkage in our foreign trade in manufactured goods, 
and in time the unequal competition of a regimented 
Europa Germanica would kill virtually all such trade. 
The new Europe would import raw materials chiefly, 
but any such materials purchased from us would be on 
the buyer’s terms—with gold out of the equation and 
with us called upon to take manufactured European 
goods in barter for raw materials. Since our most vital 
imports are raw materials and since we are industrially 
self-sufficient, our foreign trade prospect would be 
indeed dismal. 

As regards the threat of German encroachment in the 
Latin-American countries, the facts are sobering and it 
is open to question whether our armed forces could sup- 
ply the answer to this problem. It so happens that in 
race, outlook and trade most of these peoples long have 
had closer ties with Europe than with the United States. 
The bulk of their foreign trade has been export of raw 
materials to Europe in exchange for manufactured goods 
—export of raw materials largely competitive with our 
own. 

If Latin-American nations can survive only through 
barter trade with German-dominated Europe, under this 
economic pressure the political institutions of such coun- 
tries would inevitably tend to develop along Nazi lines. 
Under such circumstances it would be difficult for the 
United States to determine whether governmental change 
in a given Latin-American country was an_ internal 
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matter or a coup brought off by secret Nazi agents— 
and it would be even more difficult for us to do anything 
effective about it. 

Would we use armed force to prevent Argentina, Brazil 
or Mexico from trading with Greater Germany or from 
setting up authoritarian governments? If not, would we 
be willing to buy the bulk of their exports, thereby 
inviting major additional dislocations in an already sick 
domestic economy? The very thought would have our 
politically powerful farm populace up in arms—their 
class interest in conflict with the interest of exporting 
manufacturers, our people torn by the dissensions which 
are democracy’s greatest weakness. 

There would be no lack of individuals to argue—with 
some plausibility—that the best thing to do would be 
to make a deal with Germany. To play ball. It could 
be done—but not by the democratic United States that 
we have known and that we hope to preserve. We could 
play ball only on Germany’s terms. The terms would 
not be economically favorable. They would be socially 
and politically obnoxious. 

Perhaps the least difficult and most feasible alterna- 
tive—even though requiring a bit of armed compulsion 
in certain directions—would be the establishment of a 
self-contained, regional economy and diplomatic entity 
consisting of the United States and its adjacent de- 
pendencies, Canada, Mexico (by invitation or else), 
Central America and the West Indies. In the fantasic, 
but conceivable, world we are here talking about that 
would probably be the maximum area we could effec- 
tively defend, even if events allow us time to build our 
armaments. It would also probably be the maximum 
area we could dream of integrating into a functioning 
economic entity, and at best the economic readjustments 
involved would be far-reaching and painful. 


Wl. While it has been worth while to take a look 
at Hitler's’ dreamed-of Europa Germanica, fortunately 
we do not yet have to regard its creation as by any 
means inevitable. This is a big world. The Nazis to 
date have only a relatively small piece of it. It is pos- 
sible they may wind up with less, rather than more, than 
they now hold. What then? 

Well, we and the world would in time settle into a new 
normaley—but not the pre-war normalcy. The blood of 
millions would have been spilled. A vast total of wealth 
would have been destroyed. The social and economic 
systems under which hundreds of millions had lived 
would have been rocked to their foundations—wrecked 
utterly for the losers in the war. Any early return to 
democratic capitalism by the directly affected nations 
would be out of the question, with some danger that 
State control of the chief means of production would 
become permanent. 

A vast reconstruction job would have to be under- 
taken in Europe. We would be called upon to partici- 
pate in it. Our gold would have some use. Whatever 
happened to Germany as regards political organization 
and geographical boundaries, there would lave to be 
an intelligent, workable New Deal all around in the 
economic organization of Europe—especially middle 
Europe and the Balkans—for without it economic dis- 
ease would continue to bring forth future Hitlers and 
future wars. 
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Except in time of crisis, Americans are loath to have 
anything to do with the political and economic organiza- 
tion of the Old World and this self-interest—call it selfish- 
ness if you will—is by no means one-sided. If Hitler 
loses this war, Great Britain and France will write the 
peace, with American advice neither asked nor accepted. 
Moreover, in self-interest, they would retain many of 
the war-time controls in furthering their foreign trade in 
competition with us and others. 

Of course, we could temporarily do a large export 
trade by financing the post-war reconstruction. We did 
a similar job in the ’20’s, with no enduring gain. More 
recently our trade has been given the surface appearance 
of health by the subsidy of our gold purchases and the 
windfall of war orders. Organically, along with that of 
the rest of the world, it is, and long has been, very sick. 
It will continue organically sick after the war. 


IV. Up to now the impacts of the war upon our economy 
have, of course, been not at all painful in over-all ef- 
fect; in fact, definitely stimulating. This will be so 
for some time to come, barring an early German victory 
over France and England. In the latter event a large 
total of war orders would go by the board, and we would 
almost certainly be in for a temporary period of busi- 
ness deflation because the domestic armament program 
will take some months to work up to real momentum. 
If, however, the French manage to halt the great Ger- 
man offensive, which is only a few days old as this is 
written, it would strengthen belief in continuing war 
and an improving Allied prospect. Under these circum- 
stances industrial production, which has already recov- 
ered a substantial percentage of the spring recession, 
would probably within a few months equal the boom 
average of the fourth quarter of last year and stay up 
there for a much longer period than we have seen at any 
time since the ’20’s. 

Although at this writing there seems to be a some- 
what better than even chance that our tradition against 
a third term for any President may be broken, as things 
are now going there will be no political or social impacts 
of major consequence. It might be, and probably would 
be, different under conditions of post-war deflation or 
if stern necessity should force us to concentrate our 
effort on armament up to as high a percentage of national 
income as is the case in England and France today. 
The latter may come in time, and involve some hard- 
ship for all—for it must be remembered that as a nation 
we can’t get rich out of war or the building of armaments. 

The whole thing, of course, is going to cost more 
money than we have ever dreamed of spending. After 
we get the armaments, it will leave us—if we are lucky— 
with an annual maintenance bill of at least $3,000,000,000 
for our armed forces, an annual Federal budget of prob- 
ably $11,000,000,000 to $12,000,000,000 and a Federal 
debt a good many billions above the proposed raised 
limit of $50,000,000,000 now being gingerly talked about 
in Washington. 

Some of the plans now being quietly formulated for 
financing either an all-out armament drive or our par- 
ticipation in war would raise the hair on any capitalist’s 
head. They allow for the “diversion” out of the present 
national income of something like $15,000,000,000 to 
$20,000,000,000 a year for armaments. Strangely enough, 
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under the unorthodox financial principles that prevail 
in war, it could be done without intolerable privation of 
the most comfortably situated people of the world. 

Some weeks ago Jerome Frank, chairman of the S E C, 
outlined, in an address to high army officers, a plan by 
which armament or war spending up to some $20,000,- 
000,000 a year could be financed. His idea is a modifica- 
tion of the “forced loan” plan espoused in Great Britain 
by economist J. M. Keynes. This amounts to levying a 
contribution relatively high in ratio to the individual’s 
income, with part of the levy a straight tax, the rest a 
loan to be evidenced by government securities repayable 
in installments after the war. 

If adopted here, Mr. Frank suggested, this plan would 
take the place of the personal income tax and might be 
made payable at short intervals, perhaps weekly for 
wages and salaries and quarterly for other income. A 
contribution so large could only be had by reducing nor- 
mal civilian expenditures, by the equivalent of the addi- 
tional annual sum to be raised by taxation—excepting 
that an estimated $5,000,000,000 to $10,000,000,000 could 
be had out of current annual savings, which are put at 
$10,000,000,000 a year. 

Approximately $5,000,000,000 a year could be made 
available by curtailing civilian expenditures for consum- 
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ers’ durable goods such as passenger automobiles, house- 
hold equipment and furnishings; some $3,000,000,000 
could be made available by reducing civilian expendi- 
tures for non-essential consumption goods; and another 
$2,000,000,000 could be made available by curtailing for 
several years capital expenditures of business enterprises 
not essential to national defense. 

These estimates assume a national income of about 
$80,000,000,000 in terms of present prices, and such an 
income would not seem too much to expect as armament 
production swings into high gear. For some time to 
come, of course, it will be physically impossible to spend 
the vast sum of $20,000,000,000 a year on armaments, for 
the necessary plant capacity does not exist and would 
take some time to build. But even if such a maximum 
were attained, it would mean that 25 per cent of a na- 
tional income of $80,000,000,000 would be diverted to 
armaments. 

To those who fear either national bankruptcy or wild 
inflation, the writer suggests taking a look at our gold 
stock, our bank deposits and our credit resources. Then 
compare them with the German position, foot up the 
German armaments built in recent years and take note 
that serious inflation of prices has been prevented. The 
same fiscal magic can be worked here, only more so. 
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G. O. P. Takes the Spot.Light 


By E. 


ee Republican party will rate the front pages during 
the week beginning June 24 when it holds its nominating 
convention in Philadelphia. How much news space it 
will command during the following five months to elec- 
tion will depend on what it does that week. 

It will be an “open” convention. No candidate will 
come to Philadelphia with enough delegates to have the 
nomination sewed up; no special interests or party bosses 
are in control. Of the 1,000 delegates, 731 are totally 
uninstructed, and many of the others are committed only 
to give a complimentary first-ballot vote to favorite 
sons. Most of the delegates uninstructed by primaries 
or conventions are claimed by the leading candidates 
because of promises of varying degrees of reliability. 
State delegations need not vote as units in the G. O. P. 
convention, and many of the delegates have not an- 
nounced their preferences publicly. 

As a rough estimate, the situation two weeks before 
the balloting begins is that the votes are divided into 
three groups of about equal size, with one-third each 
claimed by Senator Robert A. Taft of Ohio and District 
Attorney Thomas E. Dewey of New York, and the re- 
maining third undecided or pledged to minor candidates. 
It takes a majority, 501 votes, to nominate, so obviously 
no candidate can be named on the first ballot, and prob- 
ably not on the first three or four. 

The delegates claimed by all the candidates’ backers 
add up to a lot more than the 1,000 convention votes, 
so a lot of delegates are either kidding the managers 
along or are still on the fence. But now that all the dele- 
gates have been named and many of them have ex- 
pressed their choices it is possible for political dopesters 
to make a fair estimate of what the first ballot will look 
like. 

Dewey managers claim 450 votes on the first ballot. 
A few weeks ago they had reason for this claim, but ob- 
servers agree he has lost strength recently, partly be- 
cause of management tactics but chiefly because the for- 
eign situation appears to call for a man of more age and 
experience. The chances are he will have only a few 
more than 300 votes on the first ballot and opponents 
say he will lose strength rapidly on subsequent roll calls. 
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Taft will also get something more than 300 on the first 
vote, possibly around 350; supporters claim 360 to 370 
and say they are still picking up delegates. Taft is 
more apt to hold his strength and increase it on subse- 
quent ballotting than Dewey is. 

If neither leading candidate makes notable gains in 
three or four ballots there will be large defections from 
both, with trial bursts of strength being thrown to va- 
rious minor candidates. This is the hope of the favorite 
sons and dark horses who at present divide about one 
third of the delegates among them. 

Senator Arthur H. Vandenberg of Michigan will have 
around 70 votes to start with and may hold them for a 
couple more ballots without gaining strength and then 
—barring a sudden Vandenberg band-wagon—he will 
drop out of the picture. Taft stands to gain the major 
share of Vandenberg votes on a shift. 

The next strongest candidate is Governor Arthur H. 
James of Pennsylvania, who has the instructions of his 
state’s entire delegation of 72, but James has no chance 
of the nomination and his sizeable block of votes is 
available for trading. 

Other favorite sons who will show up on the first bal- 
lot include: Senator Arthur Capper of Kansas with 18 
votes which will be swung by Ex-Governor Alf M. Lan- 
don; Senator Charles L. McNary of Oregon with his 
own state’s 10 votes and possibly a few more; Hanford 
MacNider with 22 to 30 votes from Iowa and the Da- 
kotas; Ex-President Herbert Hoover with perhaps as 
many as half of California’s 78 votes; Governor Raymond 
Baldwin of Connecticut with 16; Representative Joseph 
W. Martin, Jr., of Massachusetts with 20 or more of his 
state’s 34 votes. Scattered votes may go to a few other 
favorite sons. None of these mentioned has any chance 
of nomination but with the exception of Hoover may 
try hard for the second place on the ticket. Hoover 
would like to be nominated again but hasn’t a chance, 
though he will have considerable influence on both plat- 
form and candidate. 

Outside the favorite son class are Senator Styles 
Bridges of New Hampshire, Frank E. Gannett and Wen- 
dell L. Willkie of New York, and Governor John W. 
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Bricker of Ohio. Bridges will get from one to two dozen 
New England votes, and is angling for the vice-presi- 
dential nomination. Gannett will have only a score of 
yotes on the first ballot but claims to be the second 
choice of upwards of 300 delegates. Bricker will get no 
votes at first and will be in the running only if Taft is 
pretty well washed out after several ballots. 

Willkie is climbing fast in popularity after starting 
from scratch a few weeks ago. He may easily get 30 
to 50 votes on the first ballot and more subsequently. 
He is the kind of a man to stampede a convention and 
his policies appear to be right in the groove of current 
political thinking, but experienced politicians shy away 
fom him beeause of his Democratic background and 
Wall Street and utility connections. 

Taft appears to have the best chance of the nomina- 
tion. If he and Dewey both retain their initial strength 


through several ballots without important gains or 
losses, then the convention will turn to some other 
candidate. 

As for the Republican platform, it will be short. So 
will the key-note and nominating speeches. The atmos- 
phere will be as serious and business-like as is possible 
for a national convention. Many short-comings of the 
New Deal will be treated as water over the dam or left 
for campaign speakers to elaborate. 

The national emergency will be accepted, and the 
theme of the convention and the platform will be that 
for seven years the New Deal has shown its incapacity 
to administer the government efficiently in lesser emer- 
gencies and that what the nation needs now more than 
ever is a president and a party equipped to deliver unity, 
harmony, clear thinking, and speedy industrial recovery 
and national defense. 
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Roosevelt again will be the Democratic nominee. This 
is now practically the unanimous opinion in Washing- 
ton. It has long been understood that Roosevelt would 
decide to run again only if (1) his nomination were 
unanimous, (2) no other Democrat stood a good chance 
of election, and (3) the country faced a crisis justifying 
breaking the two-term tradition. It now appears all 
three contingencies have developed 
toa point where he can feel war- 
ranted in running. 


Defense crisis is being used by 
Roosevelt for its greatest political 
value. The stock of any president 
would naturally go up in a time 
like this, and the “ins” have the 
favored position—unless things get 
worse as in England and France 
when both changed horses in mid- 
stream. Nevertheless, Roosevelt is 
trying to get the greatest political 
results out of the European situa- 
tion and the defense program. It 
is evident from many angles that 
he views the situation as a political 
problem and is handling it in a 
political way. This may prove to 
be the vulnerable spot through 


hi : Wide World Phot 
which Republicans can attack. gal CE LS 


Senator Taft—Most probable Republican 
nominee—but by no means sure. 


Defense council run by business 
men was grudgingly tolerated by Roosevelt and is very 
much on trial. It ‘will be given a run to see what it can 
do but if industry fails to cooperate and show results 
in coordination for turning out defense materials rapidly 
the New Dealers will step in and make it one more 
bureau for government control of business. So far, coun- 
cil appears to be getting results where Morgenthau & 
Hopkins were running into snags. 


RFC power to make loans to national defense indus- 
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tries contains more than meets the eye. Ostensibly to 
finance reserve stocks of strategic raw matrials, R F C 
could make loans or set up subsidiary corporations to 
make and sell war supplies and engage in barter deals, 
possibly even to extent of giving indirect credit to allies. 


Export embargo provision slipped into one of the de- 
fense bills without much talk gives 
President power to stop or restrict 
exports of anything useful in con- 
structing or servicing munitions, 
which means almost everything— 
oil, instruments, machine tools, 
trucks, factory plans, scrap iron. 
One purpose is to legalize present 
moral embargoes, another to per- 
mit certain manufacturers to get 
out of filling Japanese and Russian 
orders. Gives administration plenty 
of power to clamp down on Japan 
in name of national defense. 


Defense gravy is being sought by 
chambers of commerce and Con- 
gressmen who are pestering War 
and Navy departments and de- 
fense council to have army posts, 
airports, munitions plants, ete., 
placed in their localities. This not 
only hampers defense planning, 
but is largely futile unless _poli- 
tics takes charge of the program. 


Wage-hour liberalization is slow in coming, though 
promised vaguely as bait to keep Congress from modify- 
ing the law. Some changes have been made in record- 
keeping and minor irritants, but exemption of white- 
collar workers from hours and overtime provisions is 
getting nowhere fast. 


Supreme Court term just (Please turn to page 328) 
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Oil im Star War Role? 


Allied Armies Need 
Petroleum, But They 
Won't Buy It Here Un- 
less Laws Are Changed 


BY JESSE J. HIPPLE 


Wr the European War reaching concert 
pitch in its ninth month of action, Germany has 
proven that the lack of money is no deterrent 
to the successful prosecution of an armed conflict 
but it also serves to indicate that no mechan- 
ized war can be carried on without the aid of 
gasoline and other oils. This country is in a 
fortunate position since it has an abundance of 
both money and oil for its own use although it 
will probably be some time, if ever, before the 
Allied armies are able to tap our reservoirs of 
either highly desirable commodity. 

Admittedly, England and France need petroleum prod- 
ucts—mostly low and high test gasoline and lubricating 
oils—but at the present time our prices for these mate- 
rials are too high in relation to the pound sterling and 
as a result the Allies prefer to do their shopping else- 
where. Elsewhere covers a wide territory ranging from 
the East Indies by way of Irak and Rumania to the 
prolific fields of Venezuela. With the Mediterranean 
closed to British traffic it is probable that Venezuela will 
become one of the major sources of British and French 
supplies since it is only about 5,000 miles to Venezuela 
from England while it is about 13,000 miles to the East 
Indies if the vessels must round the Cape of Good Hope 
on their journeys. Even if price were not a strong con- 
sideration the fact that a vessel could make a round trip 
to the South American port in less time than it would 
take to make a one-way trip to or from the East Indies 
would be a matter of vital consideration. That the 
South American trip would be mostly free of enemy or 
potential enemy craft would be another most important 
factor. 

There is no question but that Venezuela alone can 
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Courtesy Standard Oil of N. J. 
Cracking processes employing towers as above have more than doubled 





the potential output of gasoline. 


supply a vast part of the Allies needs, for during 1939 
according to Bureau of Mines estimates, that country 
produced more than 205,956,000 barrels of crude oil as 
compared with but 205,285,000 million barrels for the 
whole of Asia. While there are no official data on exports 
from Venezuela for the entire year 1939, what figures 
there are on hand indicate that all of this output and 
some oil from storage was exported, a great part going 
to England and France or the Dominions. 

Another, and most formidable, reason why the Allies 
will not favor this country with a large part of their 
petroleum business is that the credits which they now 
have on hand in this country are better used for ai 
planes and parts as well as motors, machinery and auto- 
motive equipment not obtainable elsewhere in the world. 
Of course, if by any chance the Allies receive additional 
credits from us or the Johnson Act is circumvented or 
repealed then the Allies will take everything that we are 
in the position to supply. But, in the meantime, one call 
hardly blame them for spending their money where they 
get the best prices on what they need. 

That exports are not as yet playing an important wal 
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part in our oil business is witnessed by the fact that 
shipments during the month of March, 1940, were well 
below those of a year ago and exceeded those of the 
previous month only by virtue of the fact that there were 
more days in March than in February. For instance, 
gasoline shipments to foreign ports in March were at 
least 50 per cent lower than pre-war figures, totalling 
only 2,039,489 barrels as compared with 4,138,280 bar- 
rels in the same month of 1939. Crude oil shipments 
amounted to 4,045,832 barrels in the same month and 
while they were 700,000 barrels greater than in February, 
they were nearly 920,000 barrels less than a year ago. 
All of these figures increase in significance when it is 
considered that fuel oil shipments in the month of March 
were but little more than one big day’s production for 
the domestic petroleum industry and gasoline shipments 
were less than one day’s domestic output and well below 
our actual domestic consumption on one fine summer 
holiday. It is hardly likely that the American petroleum 
industry will get very rich on this kind of business. 


Oil Supplies Ample for Defense 


Of the March exports of petroleum and petroleum 
products from this country, France took 90 per cent less 
than she did a year ago and the United Kingdom’s tak- 
ings were but 550,367 barrels of gasoline as compared 
with double that amount taken in March, 1939. Even 
Canada and Japan—normally good customers—took 
substantially smaller amounts of motor fuel. Diesel 
fuels also were in poor demand while the only petroleum 
product that held up at all was fine lubricating oil, some- 
thing that must be good regardless of price and an article 
that no other country than the United States can pro- 
duce so well. 

Of course there is the eventuality that oil and gasoline 
will become more highly valued as the means to prose- 
cuting mechanized warfare but for the present it would 
sem as if the domestic prospects are of much greater 
importance in evaluating the war prospects of the 
American petroleum industry. Should the 


fact that crude production continues at peak levels, new 
reserves are being continuously proven with the result 
that our reserves have continued to grow from year to 
year. 

The President’s request that the aviation industry be 
stepped up to the point where 50,000 planes a year are 
produced causes no fear of being unable to supply even 
such a large number of ships with all of the gasoline that 
they might require. In the month of March production 
of aviation quality gasoline alone was 880,000 barrels or 
about twice the amount of this type of fuel consumed in 
this country during the month and despite the fact that 
about 249,000 barrels of this amount were exported, the 
unrelenting increase in stocks of aviation gasoline con- 
tinued. At the end of March stocks of such fuel 
amounted to 3,394,000 barrels. 

It must be remembered that this amount of aviation 
gasoline was produced by an industry that was operating 
at only about 80 to 85 per cent of capacity. The full 
production capacity of this country is approximately 
315,000,000 gallons of 100 octane aviation fuel per annum 
as compared with total military consumption of about 
63,000,000 gallons of aviation fuel of all octane ratings 
ranging from 100 down to 87 or 88 so that an increase 
in demand of almost 400 per cent for 100 octane gasoline 
could be met without making further refining facilities 
necessary. 

Should the aviation industry’s output eventually reach 
50,000 units annually it would be necessary to step up 
aviation gasoline facilities but in the interim, new devel- 
opments such as the Houdry process, polymerization, 
hydrogenation and the many other cracking and reform- 
ing processes in use will continue to supply increasingly 
large quantities of the highest test aviation gasoline in 
excess of actual requirements.’ There is no probability 
that this country’s armed forces will ever be poor in the 
matter of obtaining fuel for its air-fleet. 

Nor will the addition of a large number of mechanized 
military devices put a strain upon the productive capac- 
ity of the petroleum industry and it is not likely that 





time come that the Allies will be able and 
willing to purchase large quantities of oil 
and gasoline in this country we have ample 
facilities to provide all of their requirements 
in addition to our own not inconsiderable 
needs. 

At the present time we are planning an 
extensive expansion of our mechanized mili- 
tary equipment but the realization will not 
be so rapid that there will be any necessity 
to nationalize our already extensive stores of 
motor fuels above ground and petroleum 
under ground. Gasoline in storage in excess 
of 100,000,000 barrels is an ample store for 
any emergency and nearly 260,000,000 bar- 
tels of crude oil in tanks as well as proved 
reserves of crude oil of much better than 
17,000,000,000 barrels, which may quickly be 
produced and converted into fuel and other 
products, make this country one of the best 
situated in the world from the standpoint of 
petroleum, the world’s major commodity of 
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Exports of Petroleum and Petroleum 


Products 
Month 1940 1939 
($—000) 
IRE ois ic icine cclane costes we ein ciate $35,900 
RSA AS a eS eS 36,000 
OO or Oe 31,300 
ne a ere sare te 35,400 
DMOIG ooisaneiesoc sce cisws danewus ees ene $33,200 26,000 
Le IA SSR ies Fey etic 27,800 24,100 
ee ROO Pye os. ee en ee 29,914 29,755 
| LAOS SAC one ott ac ouee 28,745 28,935 





Total exports first 8 months of war $258,259,000. 
Total exports similar period prior to war $205,881 ,000. 
Source—U. S. Dept. Commerce reports. 





even should the number of tanks, trucks and all other 
military vehicles be increased 100 per cent that private 
automobile owners would be deprived of their normal 
requirements of gasoline unless this country were to be 
directly attacked. At the present time there are approx- 
imately 4,300,000 trucks of all kinds in use in this coun- 
try and, of course, a far smaller number of military 
vehicles. Should the military vehicles be increased to 
the number of private trucks, tractors, etc., now in 
service the additional requirements of gasoline should 
be not more than 250 million barrels of ordinary gasoline 
for a full year’s operations or the equivalent of about an 
80 day output of gasoline by the leading refiners of this 
country operating at but slightly more than 80 per cent 
of capacity. Stocks of gasoline now on hand would be 
enough to operate all trucks—ineluding a 100 per cent 
inerease suggested above—three months if not another 
drop of gasoline were manufactured. 

The petroleum industry is now equipped to process 
about 4,300,000 barrels of crude oil daily, far less than 
the oil fields are able to produce if they were to be 
opened up but considerably more than the country is 
able to consume during normal times. 


a matter of time and that time not particularly long 
From the standpoint of the more immediate futur 
the petroleum industry in this country continues in , 
somewhat precarious condition. Crude oil productioy 
continues at high levels although refinery runs hay 
declined moderately. The high runs of crude are not 
alarming for the difference between consumption and 
production is not sufficient to cause any undue rise in 
crude stocks which are still at moderate levels. Gago. 
line production is declining slightly and as a result stocks 
of gasoline on hand have dropped somewhat durin 
recent weeks. However, the industry has entered it; 
season of greatest demand with the highest gasoline in. 
ventories on record—nearly 18 per cent above those of 
a year ago—and faces the possibility that the situation 
will grow acute toward the end of the summer unles 
something drastic should intervene in the meantime. 

Despite heavy gasoline inventories overhanging the 
market the price structure for refined products has held 
up remarkably well east of the Rockies. The same ob- 
servation, unfortunately, cannot be made of the situa- 
tion in California. In that field the sharp drop in exports 
to Japan and Russia has resulted in a perceptible weak. 
ening in the price structure of the gasoline market. 
Within the last several days one of the West Coast’s 
leading producers has announced prices lowered by two 
to three cents a gallon depending upon the quality of the 
gasoline and while the balance of the trade has not as 
yet made any competitive move it is probable that the 
reduction will become generally effective in that territory. 
While Pacific Coast gasoline normally does not affect 
eastern markets, such a sharp reduction in selling price, 
together with the fact that there is much idle domestic 
oil-tanker tonnage available, might make it possible to 
lay down California gasoline in Atlantic ports on a basis 
that would permit it effectively to compete with locally 
refined motor fuels and thus start a downward price 
spiral. 

There are a number of domestic oil corporations that 
should benefit from the Allied demand for Venezuelan 
oil. Among them will be found Standard Oil Co. (N. J), 
Socony-Vacuum, Creole Petroleum, Gulf Oil, Pantapec 
Oil, etc. Royal Dutch is also a leading factor in the Vene- 
zuelan fields but its American subsidiary, Shell Union, 





About 15 per cent of the present pro- 
ductive capacity is relatively old—but 
not obsolete—and the industry is con- 
stantly scrapping the less efficient 
equipment while installing new devices 


Oil Companies Affected in Varying Degrees by 


Foreign Developments 


almost all of which are designed for Estimated ; 
the more abundant production of £05- compan ee: aS a, 
oline having increasingly higher = Amerada Corp............. $1.56 $2.07 0% 74-50 5814-3814 40% 
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it is quite probable that the develop- 
ment of a fuel of this nature is but 
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has but small direct interest in 
the South American situation. 

Of the above list Creole Petro- 
leum is likely to be one of the 
greatest beneficiaries of increased 
foreign demand. Creole, through 


operations of its subsidiary 
Standard Oil of Venezuela, is the 
third largest producer in that 
country from whence it exports 
more than 35,000,000 barrels an- 
nually to South American coun- 
tries, Europe, Canada and the 
United States. Creole is unique 
among the foreign producers 
since its interests lie solely in 
South America and not through- 
out the world as is the case with 
most of its competitors. 

Gulf Oil Corp. ranks among 
the largest of the Venezuelan 
producers and while it has wide- 
spread domestic interests its 
foreign holdings in other than 
South American fields are small. 
Pantapec has concessions to al- 
most B000,000 acres in Vene- 
zuela where it operates in con- 
juction with Standard Oil of 
Venezuela, a subsidiary of 
Standard Oil. Since Pantapec has contracted to sell all 
of its output to Standard Oil of Venezuela, operating 
costs are low. Development of the properties, however, 
has not been under way for a sufficient length of time to 
permit the company to report heavy profits although 
continued demand for Venezuelan oil should eventually 
result favorably for Pantapec. 

Standard Oil Co. (N. J.) has extensive interests in 
almost every sizeable oil field in the world. Its holdings 
in Venezuela make it at least equal to Royal Dutch in 
that particular area and in addition Jersey has wide 
interests in Colombia and Peru. Were it not for the 
fact that Jersey is also heavily invested in the East 
Indies and the Orient, this leading American oil company 
would probably offer the best means of obtaining an 
interest in the world oil situation. As it is, with about 
67 per cent or more of the company’s crude production 
coming from foreign sources, there is a definite element 
of risk involved in the situation. 

While on the subject of foreign oils a word as to the 
East Indies and the Oriental fields—including Arabia, 
Iran, Persian Gulf, etc—might prove to be of interest. 
Last year, Iran, the Dutch East Indies and Iraq pro- 
duced about 172,273,000 barrels of crude oil or approx- 
imately 10 per cent of the world’s output. With the 
invasion of Holland by the Germans the Dutch East In- 
dies may become prey to some of the countries whose 
sphere of influence extends to that territory with the 
result that the private companies which now operate in 
the field would not only lose their accustomed profits but 
also lose a good part—if not all—of their investments in 
the field. 

As in the case of South America, the greatest interests 
in the Dutch East Indies as well as the other foreign 
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Forty-two gallons in every barrel and every gallon more precious than gold to the warring 
nations of Europe to whom it is being shipped. 


fields just mentioned are held by the same companies; 
viz: Royal Dutch, Standard Oil (N. J.) and Socony 
Vacuum. The average investor in oil stocks in this 
country is not unduly concerned with Royal Dutch but 
there is a strong interest in both Socony Vacuum and 
Jersey whose shares are held in vast quantities. In re- 
cent years approximately 24 per cent of Socony’s con- 
solidated profits were from foreign sources while better 
than half of Jersey’s profits are said to accrue from over- 
seas operations. Any sharp drop in returns from foreign 
sources or the loss of properties which contribute largely 
to these companies’ crude oil reserves would have not 
only a marked effect upon earnings but would probably 
be even more widely reflected in the market value of 
their respective shares. Even should these most drastic 
expectations never occur, international developments 
will have an overburdening effect upon the market val- 
uation of their securities and thus magnify any further 
unfavorable development that may show up in this 
already too fast moving war. 

Taken upon the whole, the outlook for the petroleum 
industry both at home and abroad is not any too re- 


‘assuring although it must be admitted that the domestic 


picture is by far the brighter. Were it not for the fact 
that most of our leading American oil companies also 
have extensive holdings in foreign areas that are closely 
influenced by war developments there might be some 
valid reason to regard the oil shares as being low priced 
enough to believe that most of the predictables have been 
discounted. However, since this is not the case, it is 
not probable that the oil shares as a group will render 
even as good as an average market performance for they 
hold more uncertainties and are subject to more adverse 
outside influences than most (Please turn to page 328) 
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= 1939 annual re- 
port of Bethlehem 
Steel Corporation con- 
tained a statement of 
t hat corporation’s 
philosophy anent war 
and war orders. It 
read: “Your manage- 
ment believes the in- 
terests of your Corporation will best be served by 
conditions of peace rather than war. After the close of 
the World War your Corporation discontinued the pro- 
duction of munitions and gradually developed commer- 
cial lines of products to utilize its facilities, retaining, 
however, some facilities for producing armor plate and 
forgings for guns, shells, etc., for the U. S. Government.” 
Of course there was no mention made of the ability 


DESPITE THE COMPANY'S 
AVOWED DISLIKE FOR WAR 
ORDERS IT IS AMONG 
THE BEST EQUIPPED 
FOR THEIR PRODUCTION 


to produce—in addition to the above—cruisers, battle-- 


ships, destroyers and sub-chasers as well as many crafts 
of various types nor of the ability to turn out vast 
quantities of barbed wire, concrete re-inforcing bars, 
armored trains and a host of other materials of vital 
importance for both defense and offense. 

In the matter of ship building Bethlehem Steel is 
unique in that it manufactures much of the material 
that enters into the construction of modern war ships 
of all sizes. The great Sparrows Point, Md., yard, the 
equally large Fore River yards at Quincy and Brain- 
tree, Mass., and the Union Yards at San Francisco 
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The recently constructed airplane carrier Wasp as it left Bethlehem's Fore River Shipyards for a trial run. 


are capable of heavy construction, while repair facili- 
ties and smaller craft construction can be carried out 
on both the Pacific and Atlantic coasts of this country. 
Moreover, each of the shipbuilding plants is located in 
near proximity to fairly large, complete steel plants which 
gives them the edge on other shipbuilders who must 
depend upon outside steel makers for their materials. 

The corporation can supply not only the armament 
and armor needed for capital ships, but can also furnish 
the necessary turbines, engines and boilers. When the 
ship has been constructed the corporation can continue 
to service it through supplying shells, projectiles, replace- 
ment parts and dry-dock facilities at several convenient 
locations. Moreover, despite the fact that Bethlehem 
would rather spend its money to expand peace time 
facilities it will be forced to increase its output of 
armor plate, for even a year ago the armor plate divi- 
sion was reputed to be booked solid for three or four 
years. 

Deliveries of completed ships have been proceeding 
at a fast rate but as fast as they continue to slide down 
the ways, contracts for new boats appear. The most 
recent order for ships was one involving $15,000,000 of 
oil tankers which rather closely followed orders for three 
merchant vessels valued at more than $9,000,000. The 
actual value of unfilled shipbuilding contracts now on 
hand is not disclosed but it is believed to represent a 
substantial portion of the total amount which was 
$255,802,117 at the close of last March. 
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What the War 


Means to 


. Bethlehem Steel 


BY WARD GATES 


According to the statement of the president at the 
annual meeting, profit margins on the shipbuilding end 
of the business are relatively small. However, with full 
books and normal profits from the materials that enter 
into the construction the actual profit on the construc- 
tion of the ships themselves is a matter 


non castings, projectiles and the like may mean in the 
way of profits is unpredictable for the extent of such or- 


ders would be, of necessity, a military secret. While 
the profit margin would likely be small it would unques- 
tionably be there. All depends upon the amount that 
the corporation is equipped to turn out for it is very 
probable that each maker will receive ample orders from 
our own as well as foreign governments to keep what- 
ever production capacity that is available, operating at 
full tilt for some months to come. 

Apart from Bethlehem Steel’s ability to make muni- 
tions and build ships of many sorts it has numerous 
other accomplishments. As might be expected of the 
second largest steel company in the country, it is com- 
pletely integrated to the extent that it not only can 
furnish itself with all needed raw materials but is also 
in the position to finish these materials to a high state 
of completion. The company ranks second in size— 
being exceeded by U. S. Steel in the point of quantity 
of output of basic steel—but in the entire industry, 
Bethlehem Steel bows to no other company in the point 
of high efficiency of its organization and facilities. 

According to the latest official statements Bethle- 
hem Steel Corp., through its subsidiaries, is able to 
produce 10,240,000 gross tons of raw steel, 6,590,400 
gross tons of pig iron, 153,600 gross tons of ferro-man- 
ganese and 6,333,000 gross tons of coke. The facilities 
to produce these materials are fairly well divided for the 
management’s policy has been to maintain ample pro- 
duction capacity close to the various markets. If any 
one of the 12 major plants has greater capacity than 
another it is perhaps the Sparrows Point, Maryland, di- 
vision that not only services that area with commercial 
steel but also is the main fabricating unit for the large 
and active Sparrows Point shipbuilding division. 

Raw material resources are also strategically located. 
Iron ore properties in Michigan, Pennsylvania and Min- 
nesota as well as Wisconsin are the main sources of sup- 
ply in this country while foreign reserves are located in 
Cuba, Chile and Venezuela. Only part of the Cuban 





of lesser importance. What is most im- 
portant in connection with the ship- 
building end of the business is whether 
or not the investment is self supporting; 
a fact that seems proven by the strict 
attention paid to the business and the 
rather constant increase in shipbuild- 
ing facilities. It is more than probable 
that the ships are not constructed at a 
total loss. Despite probable continuing 
restrictions of profits on Government 
work, profit margins on Naval vessels 
should be fairly satisfactory while any 
commercial work accepted in the near 
term will unquestionably carry either 
sufficiently ample profit margins or con- 
tract clauses to protect the corporation 
against increases in material and labor 
costs before the contracts are completed. 
All in all, shipbuilding will probably help 
bolster profits substantially as time goes 
on 
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and Chilean properties are in production and only re- 
cently the Venezuelan properties—reputed to be ex- 
tensive—have been partially developed. Chrome ore 
properties near Camaguey, Cuba, furnish a source of 
supply of this metal which is all important in the manu- 
facture of armor and other materials requiring an un- 
usually tough steel. The properties equipped for pro- 
duction (excluding that on the North Coast of Cuba) 
are estimated to contain at least 123,700,000 gross tons 
of iron ore owned by Bethlehem and an extensive addi- 
tional quantity which, while owned by others as part 
owners of the mines, would most likely be available to 
the corporation. The probable content of the undevel- 
oped properties is not officially estimated. 

While iron ore reserves are probably the most valu- 
able to a steel maker, ample supplies of coal and lime- 
stone are of but little less importance. The corporation 
has reserves of about 68,000,000 gross tons of calcite and 
dolomite limestone located in Pennsylvania, New Jersey, 
New York and Cuba although the greatest part of the 
limestone currently being used comes from Pennsy]l- 
vania. Developed coal properties having an estimated 
content of 613,000,000 gross tons are located in Pennsy]- 
vania and West Virginia as are undeveloped coal supplies 
of extensive but undisclosed capacity. 

To handle the needed supplies of raw materials and 
also to service the several manufacturing and steel mak- 
ing plants, the company operates seven short railroad 
lines and either owns or charters lake and ocean ship- 
ping facilities having a total dead weight capacity in ex- 
cess of 450,000 tons. Of the chartered capacity of 
52,400 dead weight tons, 12,400 tons capacity expires at 
the end of the 1940 shipping season while the remainder, 
or 40,000 tons capacity, does not expire until 1945. The 
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last charter is for ocean-going tonnage to transfer ore 
from Chile to the United States and the long term is a 
favorable factor in holding Chilean ore costs down at a 
time when shipments will likely be heavy. 

Bethlehem’s finished products cover a wide range, 
including practically every item made by other steel 
manufacturers with others such as freight cars, passen- 
ger train cars, various types of hydraulic and other 
heavy machines used mostly in the oil production and 
refining industry, pumps, machine tools and a number 
of coke oven chemicals. Although other steel compa- 
nies—especially those which specialize in alloyed prod- 
ucts—have a greater capacity for the production of 
some of the newer alloy steels, Bethlehem ranks high in 
this growing, important field. The corporation’s Mayari 
nickel-chromium steels, Mayari R, high strength, non- 
corroding steel, Supertemp high temperature alloy and 
its Silico-manganese spring steels are all highly regarded 
by users requiring their peculiar characteristics. Bethle- 
hem also fabricates and erects many structural steel proj- 
ects including bridges, buildings, railroad fixed equip- 
ment, oil refinery tanks, towers and the like, chemical 
plant equipment and special barges and hulls as distinct 
from the regular shipbuilding activities. In fact, Bethle- 
hem comes closest to being fully integrated of any of 
the major steel companies in this country. 

Although Bethlehem Steel Corp. is less than half as 
large as United States Steel, its nearest competitor, it 
was able to make equally as good showing as the larger 
company in proportion to its size during 1939. The per- 
centage of net billings which accrued to operating in- 
come was approximately 13.3 per cent or about the same 
as the result of Big Steel’s operations. On the other 
hand, Bethlehem made a very slightly better showing 
in its ratio of sales—or net billings—to net plant value 
and earnings on invested capital of about 4.7 per cent 
was markedly better than the ratio of 3.1 per cent re- 
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ported for U. S. Steel. At the close of 1939 
Bethlehem’s net working capital of $187,300,- 
000 was not only ample for the corporation’s 
needs but was at the highest level for the past 
decade; even slightly higher than in the banner 
year 1929. Cash items alone of about $75,600,- 
000 were far in excess of total current liabilities 
of approximately $56,900,000. Inventories of 
$116,000,000 were moderately higher than they 
were a year before, constituting approximately 
47.6 per cent of total current assets but inas- 
much as they represented only about 28 per 
cent of the year’s net billings and in view of 
the fact that Bethlehem entered this year with 
a record order backlog, the inventory position 
must be regarded as highly favorable rather 
than a potential source of future losses. 

Early this year the corporation surprised 
the industry by calling the entire outstanding 
issue of 5 per cent preferred stock which had 
been issued several years before to the holders 
of the 7 per cent non-callable preferred in set- 
tlement of the then existing arrearages in divi- 
dends. The corporation estimated that the re- 
demption would cost between $18,000,000 and 
$19,000,000. Several weeks later the corpora- 
tion announced the offering of $105,000.000 of 
new bonds and debentures, consisting of $35.- 
000,000 of serial debentures maturing in equal 
amounts of $3,500,000 yearly from March 1, 
1941, to March 1, 1950, and carrying interest 
rates of from 0.50 per cent to 2.60 per cent 
according to the maturity; $30,000,000 of con- 
solidated mortgage 3’s due in 1960 and $40,000,000 of 
314’s due in 1965. 

The proceeds of the sales of these debentures and 
bonds will be used to redeem $101,732,000 of 444 and 
334 per cent coupon bonds. This is in addition to the 
$1,100,000 of 334’s of 1966 which were called for re- 
demption for sinkmg fund purposes on April 1, 1940. 
While this financing did not add materially to Bethle- 
hem’s cash position it did have the effect of reducing 
interest and preferred dividend charges by a sufficient 
amount to add approximately $0.75 a share to the an- 
nual earnings of the present common stock and, as the 
serial debenture issue matures, will further increase the 
junior shares’ equity. 

Bethlehem’s strong drive for diversification of prod- 
ucts has resulted in a decreasing dependence upon heavy 
industry for profits. Approximately half of Bethlehem’s 
finished capacity is now in light steel products and the 
proportion continues to grow. Asa further result of this 
trend toward diversity, Bethlehem has incurred net losses 
in only two—1932 and 1933—years of the past decade. 
However, earnings continue to fluctuate sharply due to 
the still heavy dependence upon the demand for capital 
goods and will probably continue to do so for some time. 
to come. Last year’s earnings, while not at record heights 
were nevertheless more than satisfactory. The reported 
earnings of $5.75 a share of common stock were in sharp 
contrast with the deficit of $0.70 a share reported for 
1938 and except for the $7.64 a share reported in 1937, 
were the best since 1929 when earnings amounted to 
$11.01 a share. 
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Courtesy Bethlehem Steel Co. 


Tapping an open hearth furnace at night. 

First quarter, 1940 results, however, indicated that 
even 1929 record earnings might at least be equaled, 
and perhaps even exceeded, this year. In the first three 
months of 1940 Bethelehem Steel netted $10,891,139 or 
the equivalent of $3.02 a share of common stock as com- 
pared with $0.17 a share for the same period of 1939 and 
$3.74 a share for the final quarter of last year when the 
corporation operated at an average of 98.6 per cent of 
capacity. Operations for the second quarter of this vear 
have fluctuated sharply but indications are that the 
average was approximately 75 per cent of capacity and 
earnings for the first half of the current vear will ap- 
proximate $5.00 a share of common stock. Due to the 
inclusion of the intensely busy shipyards in Bethlehem’s 
activity figures it is probable that the corporation’s op- 
eration rates will continue to exceed that of the entire 
industry by a substantial margin. 

Bethlehem Steel Corp. has always been reasonably 
liberal in the matter of dividends. In the past ten vears, 
despite the experience of many of the other steel mak- 
ers, Bethlehem has paid some preferred dividends in 
all but one year while common shareholders have re- 
ceived some distribution in all but the four worst years. 
for the company, 1933, 1934, 1935 and 1938. Even with 
the elimination of common dividends in those years. the 
average payment since the outset of the depression has 
been nearly $2 a share per annum. So far this vear the 
corporation has paid $2.25 a share of common stock as 
compared with $1.50 a share for the whole of last year. 
According to the comments which accompanied the first 
quarterly payment of $1.00 a (Please turn to page 324) 
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Publie Utilities Today and Tomorrow 


Armament Program Revives Some Political Worries 


BY FRANCIS C. FULLERTON 


— the northeastern section ef the country, con- 
necting its ten largest cities, there stretch some 2,500 
miles of phantom high tension wires. In the mind’s eye 
of the New Deal and the nightmares of the utility indus- 
try they form a great super-grid tying together all of 
the major power systems of the industrial East. Of 
course, you can’t actually see the grid because, like the 
little man upon the stair, it really isn’t there. But how 
the utility industry wishes it would go away. 

The super-grid specter is not new. It has been pop- 
ping out of the Administration closet at odd intervals 
ever since the war began, first under the sponsorship of 
Assistant Secretary of War Johnson and then Secretary 
of the Interior Ickes. It was almost axiomatic that any 
intensification of the war and the consequent interest 
that would stir in the state of our own defenses, in- 
dustrial as well as military, would bring it out in the 
open again. Thus, utility offi- 
cials have been busy of late re- 
examining potential power de- 
mands in their territories in the 
light of industrial requirements 
of the emergency armament pro- 
gram and in preparation for re- 
newed discussion with Adminis- 
tration officials of the desirability 
of the proposed transmission 
system. 

So far, there are no indica- 
tions that the Administration 
intends to high pressure its grid 
plan through the present session 
of Congress—nor is it expected 
that any of the free funds placed 
at the disposal of the President 
as part of recent additional de- 
fense appropriations will be di- 
verted to construction of the 
grid. Instead, New Dealers are 
resorting to sweet reason to pre- 
vail upon the industry. When 
the utility companies of the 
areas involved consider fully the 
problem of meeting the increased 
power load they will be called 
upon to deliver for armament 
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production, at the same time maintaining adequate 
stand-by capacity, it is held in Washington that the 
grid will be found a cheaper solution than the construc- 
tion of additional generating facilities. Estimated cost 
of the project, requiring perhaps two years to build, 
would be $190,000,000, a major part of this being footed 
by the Government; about two-thirds of upkeep, how- 
ever, figured at roughly $13,000,000 annually, would be 
met by the utilities. 

Of course, it would be a mistake to assume that the 
present situation has caught the utilities completely un- 
prepared. Last fall, shortly after the war began, the 
industry undertook an extensive study of where it stood 
and what might be needed to provide for the power 
needs of an industrial war boom—these needs being esti- 
mated as pretty much in line with those now foreseen 
in connection with an armament boom. The decision 
at that time was to expand 
planned construction outlays for 
1940 to a total of $600,000,000, 
largest figure since the $900,- 
000,000 expenditures of 1930. 

Actual work in the early 
months of this year, due to the 
failure of the fall boomlet to 
continue, was not carried for- 
ward at the pace originally an- 
ticipated. Now, however, it is 
likely that original plans will be 
carried out in full. Together 
with what is already tentatively 
projected for 1941, their execu- 
tion will add some 2,830,000 
kilowatts of steam generating 
power alone in somewhat less 
time than that required to ob- 
tain the 1,682,000 kilowatts that 
would be added to the available 
load capacity of utilities in Cin- 
cinnati, Cleveland, Washington, 
Pittsburgh, Philadelphia, De- 
troit, St. Louis, Boston, Chi- 
cago and New York, the cities 
that would be tied together 
through construction of the grid. 
Administration officials, how- 
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ever, seem to feel that both measures will be required— 
construction of new capacity as projected by the utilities 
and building of the transmission system as well. 

If the utility industry is due for a squabble with the 
New Deal on the subject—and indications are that it is 
going to stand pat on its findings of last fall—it at least 
will be in training for the bout; it has had six years of 
practice and by now has a pretty fair idea, or ought to, 
of what makes a politician tick. Which brings us to a 
consideration of the political status in general of the 
electric utility industry. Contrary to what most invest- 
ors, by force of habit in recent years, would be likely 
to suppose, the outlook in this respect is not at all dis- 
couraging; it is better, in fact, than it has been in many 
a moon. Take the matter of Government competition, 
long the bogey of the industry and its long-suffering 
security holders. 


Industry's Political Lot Improving 


Direct Government competition with the utility indus- 
try to date, despite the misgivings it has created, has 
not been extensive. Installed capacity of all Govern- 
ment power districts now equals but little more than 
4 per cent of the industry’s total. If the Administration 
plans are followed to completion, its capacity will ulti- 
mately account for a considerably larger percentage, but 
there is increasing reason to believe that they will not 
be followed to completion. It is this that is encouraging 
since it is not the amount of Government competition 
now existing that bothers the industry and its investors, 
but the trend of such competition. That trend is now 
becoming subject to more and more limitations. The 
program in total would cost more than a billion and a 
half dollars, most of which remains to be appropriated. 
And since Congress is showing continually increasing 
hostility to this particular type of Government spending 
(which hostility can undoubtedly be counted upon to 
increase m view of the present necessity of laying out 
billions for defense), the chances are that future appro- 
priations will be greatly curtailed if not discontinued 
altogether. 

Also, the potential annual output of most Govern- 
ment projects falls far short of their capacity since, for 
the most part, they lie in sparsely settled and generally 
unindustrialized sections of the country where present 
and potential demand for power is small. Nor does it 
seem likely that utilities outside the areas of direct Gov- 
ernment competition will suffer from migration of indus- 
try to cheap Government power districts since only in 
the case of the electro-chemical, electro-metallurgical and 
a few other industries is the cost of power a sufficiently 
important part of total costs to justify the move. 

This is small comfort, of course, to those individual 
utility concerns that are suffering from the effects of 
direct competition with the Government. Common- 
wealth & Southern’s Tennessee Electric Power went the 
only and perhaps the best way any concern so situated 
can expect; the price received for the property was a 
sacrifice on the part of the parent company and its stock- 
holders, but they were probably fortunate to come off 
as well as they did. It is heartening to note, though, 
that in such states as Georgia, Alabama, Texas, Nebraska 
and Oregon, the trend has been toward more sales of 
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SUPPLY AND DEMAND FACTORS 
IN ELECTRIC POWER 


1929 1932 1937 1939 
Number of Customers: 


Residential........ 19,569,606 19,140,287 21,697,515 22,813,284 
Commercial. ...... 3,962,163 3,974,498 4,151,262 4,399,553 
aie erecspane 576,168 709,449 1,241,505 1,786,000 
Electric Appliance Sales: 
Refrigerators....... 840,000 770,000 2,369,000 1,956,000 
Rs hccdacete 4,438,000 2,620,000 7,631,000 8,581,000 
Vacuum Cleaners... 1,253,000 548,000 1,313,000 1,102,000 
Whee: «6 ccccccs 956,000 570,000 1,480,000 1,320,000 
re 153,000 60,000 405,000 321,000 





Federal power to local utilities rather than directly to 
consumers. The state and local governments, increas- 
ingly alarmed over prospective tax revenue losses as pri- 
vate utilities are forced out of business, and not failing 
to note the present financial plight of a number of 
counties in Tennessee, have been largely responsible for 
this trend. 

Similarly, the utility tax situation seems to offer more 
room for optimism. In the eight-year period 1932-39, 
the total tax bill of the electric utilities rose from 
$252,000,000 to $415,000,000. Percentagewise, this was 
a somewhat smaller increase than that borne by indus- 
trial corporations which, however, are generally more 
favorably situated than the utilities in ability to pass 
along to consumers their increased levies. But while 
utility taxes have increased substantially since 1932, 
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Charles Phelps Cushing 


the trend the past two years has not been unencouraging. 


Examination of the operating statements of the larger 
utilities reporting their tax payments in detail reveals 
that income taxes have risen somewhat, due to both 
higher earnings and higher rates, and that taxes based 
upon gross revenues have also increased, these latter, 
however, being rather readily passed along to consumers 
and thus not a direct increase in the tax burden 
though, insofar as they necessitate higher power rates 
than might otherwise prevail, they tend to put a brake 
on sales gains. Other taxes, largely local property levies, 
have gained only slightly since 1937, following a con- 
siderably steeper rise theretofore, and most of the in- 
crease that has come in the past two years came in 1938 
rather than in 1939. 

On the other hand, the longer range outlook for the 
utilities is clouded to some extent at least by uncertain- 
ties with respect to allowable rates of return as these 
bear on rates chargeable to customers, and as regards 
depreciation. Reflecting the transition of the industry 
from its early and comparatively high risk-bearing phase 
to its currently well established and relatively low risk- 
bearing phase (from an economic if not political stand- 
point) , total earnings before fixed charges but after taxes 
declined from about 7.4 per cent of plant valuation in 
1922 to 5.6 per cent in 1937, rising slightly to 5.7 last 
year. Since, from an economic risk-bearing point of 
view, the industry has now pretty well stabilized, the 
decline in allowable rate of return, to the extent that it 
has been based upon or justified by the decline in the 
risk factor, should now have pretty well run its course. 
There is another factor, however, that may be used as 
a basis of argument by regulatory bodies in favor of a 
lower rate of return, to wit: the lower present-day cost 
of capital both as it affects utility operating costs and 
as it might be held up to illustrate the lower wages 
that. capital has come to command and the lower 
percentage return on its investment that the public 
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utility industry can therefore expect. 

It is probable, moreover, that property 
values in many instances are still some- 
what inflated and that a further increase 
in depreciation rates may be seen. It 
was the custom of the industry prior to 
1938 to use the “retirement reserve” 
method of property amortization, though 
this did not necessarily take full ac- 
count of actual wear and obsolescence 
but only of current replacement needs 
which varied considerably according to 
prevailing business conditions and the 
ideas of management as to serviceability 
of property in the light of these condi- 
tions. Straight line depreciation has now 
come into more general use, however, 
and has been tending to increase de- 
preciation totals somewhat. 

One of the most important considera- 
tions with respect to the investment 
status of the utilities, of course, is the 
manner of application of the Holding 
Company Act. When the Securities and 
Exchange Commission, charged with 
administration of the measure, recently 
issued show-cause orders to nine major systems, signify- 
ing its intention to force integration, the principal diffi- 
culty arose, as far as the utilities were concerned, from 
the fact that the Commission had yet to indicate how it 
believed reorganization in each case should be carried out. 
The Act itself leaves a good deal of latitude in this con- 
nection. Apart from requirements as to simplification 
of capital structures, which should not be difficult to 
meet in most cases and in regard to which considerable 
progress has already been made by many systems, the 
chief features of the law have to do with geograph’cal 
integration. Here, however, it is quite indefinite since 
it specifies that the SEC may at its discretion permit a 
holding company to control more than one integrated 
system if disposal would involve the loss of substantial 
operating economies or if additional systems are located 
in the same or adjacent states or if the size of the sys- 
tem does not impair the advantages which the Com- 
mission believes lie in localized management. These are 
questions upon which holding company managements 
may be able to reach decisions to their own satisfaction, 
but they very naturally hesitate to go ahead with reor- 
ganization plans until they know whether these decisions 
are in accord with the ideas of the Commission. 

Now, however, the Commission has indicated that it 
will make clear to each of the nine systems on which 
it has cracked down what it expects of them in the way 
of reorganization. It is expected that the agency will 
supply each concern with suggested integrated group- 
ings of the company’s operating properties, that it will 
point out in each case which non-utility properties it 
does not regard as “reasonably incidental” to the com- 
pany’s operations and that it will suggest possible and 
acceptable combinations of the property groups that it 
has designated as being integrated. It may be, of course, 
that in so doing the Commission will recommend courses 
of action which in several or possibly all cases seem a 
good deal more drastic to the (Please turn to page 320) 
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Responsibility of Ownership 


An Argument Against Geographic Integration of Utilities 


BY C. W. KELLOGG 


President, Edison Electric Institute 


a of government in Washington have 
made public statements that all a holding company, 
threatened with loss of its property under the integra- 
tion provisions of Section 11, has to do to clear itself of 
its geographical disability is to disenfranchise its com- 
mon stock in the companies which it controls through 
ownership of such stock. In this way, it is explained, 
ownership can be retained, in spite of geographical 
diversity, by simply giving up control. 

Ownership, while it is a privilege granted under our 
bill of rights, involves not only the right to enjoy prop- 
erty, but also the duty to administer 


control of the various operating companies in the group. 
The preferred stock and bonds are as a rule much more 
widely disseminated than is the case with the common 
stock thus held, so that the effective combination of 
these diverse interests into one management would be 
much more difficult than with the relatively large con- 
centrated block of common stock. ; 

This is, however, a relatively minor difficulty com- 
pared to the basic one arising from the very theory and 
purpose of both preferred stockholders and bondholders 
in originally making and subsequently keeping their 

investment. Both of these categories 





and control it. In a word, owner- 
ship is both a right and a responsi- 


of investors are essentially money 
lenders, who make their loans (as- 


bility. The owner of a bull is en- 
titled to all the income that might 
arise from such ownership, but he is 
also responsible for any injury that 
bull may inflict on others from 
failure of the owner to keep him 
under control of adequate fencing. 
The owner of an electric light plant 
may enjoy the income arising from 


"To make geographic diversity of 
ownership a bar to continuation of 
such ownership has appeared to be 
without sound justification, and the 
legal provision to require it a mis- 
take. The disenfranchisement plan 
would seem to be a case of trying to 
correct one unsound provision by 
substitution of another, equally un- 


suming of course that the kind of 
business in question appeals to 
them) on the security of (1) the 
margin of investment put up by 
some group prior to them, (2) 
faith in the managerial ability 
of those in control of the property, 
and (3) the incentive of the owners 
of the common stock, in order to 





such ownership, but he is also re- 
sponsible to the public for the ade- 
quacy and efficiency of the service 


sound." 


make their own investment sound, 
to maintain a safe margin of earn- 
ings for the senior securities (both 





he renders, and he is responsible for 

any damage that may arise from his failure properly to 
control the electricity that can kill as well as bless. The 
same principle runs through all business relationships. 

The suggested out through disenfranchisement or 
divorcing control from ownership is contrary to the age- 
old experience of people in all lands in their dealings one 
with another. 

A practical question that arises (even if one con- 
templates with indifference the divestment of control 
by owners of common stock) is who shall thereafter 
control? The SEC answers that the preferred stock 
shall control after the common stock has been disen- 
franchised, or if there be no preferred stock, then the 
bondholders. 

In the case of the usual holding company set-up, it is 
the ownership of all or a large part of the common stock 
in one block by the holding company that facilitates the 
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preferred and bonds). 

To disenfranchise the common stock is therefore to 
throw upon either the preferred stockholders or the 
bondholders a responsibility for which they not only 
did not bargain when they made their investment, but 
which from their inherent nature as money lenders, 
they are not well fitted to exercise. The effect must 
be not only to disrupt the basis upon which the finan- 
cial structure is erected but to end up with less expert 
and less efficient control and management of the electric 
service rendered and a wastage of capital. 

To make geographic diversity of ownership a bar 
to continuation of such ownership has appeared to be 
without sound justification, and the legal provision to 
require it a mistake. The disenfranchisement plan 
would seem to be a case of trying to correct one unsound 
provision by the substitution of another, equally as un- 
sound. 
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Investment Status and Outlook 


of Public Utility Securities 


Appraising Opportunities for Income and Appreciation 


BY RICHARD COLSTON 


i—_ is both speculative and investment appeal in the 
utility situation today, and a wide range of issues in 
which the two elements carry different weights. Some 
of the bonds in the industry are backed by earning power 
as unquestioned and tangible assets as sound as any in 
existence. At the other end of the scale, there are hold- 
ing company stocks separated from earnings and assets 
by funded debt and preferred issues with heavy dividend 
arrearages—stocks in which you can gamble on receiving 
something or nothing in case of a reorganization. Any- 
one looking for extreme leverage in capital structure is 
certain to find it among the utilities. 

The outright speculations are tempting in addition 
because they are frequently looked upon as indirect 
political bets, with any change in public or Congressional 
attitude toward the utilities likely to help their cause. 
If they have managed to survive as far as this in the 
reign of terror for the holding companies, many feel that 
the turn in the tide must be near enough to save them. 
A reprieve of the death sentence coupled with a mod- 
erate improvement in business would be magnified by 
their leverage into a try for the glories of other days. 

This is neither trading nor investment—but it may 
prove profitable. We should hesitate to advise against 
a gamble of this sort, provided the stakes, the approx- 
imate odds and the nature of the commitment were 
clear. 

However, the real opportunities in the utility field 
appear to lie among those issues which have, and have 
long had, an investment background. From common 
stocks to the best bonds, there is some tendency to rate 
them lower than comparable issues in another industry. 
It is usually possible to buy income on a cheaper basis, 
with the thought that eventually fundamental values 
will prevail. Possibilities of appreciation there seem to 
be, but the timing of the markup is so obscure that it is 
better to invest in utilities with that as almost a sec- 
ondary purpose. 

The search for substantial short term profits, in other 
words, can be directed to far more promising fields than 
the utilities. The dogs among them are both hazardous 
and lethargic; the better grade issues encourage a differ- 
ent approach. 
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Investment in the common stock of a good utility is 
based on the reasoning that the issue is underpriced. 
The discount that exists may continue indefinitely—in 
which case only a more liberal income than that obtain- 
able elsewhere will have been the gain. If the price 
should move up in relation to earnings and dividends 
within the reasonably near future, the investor can feel 
rewarded for a canny move. Meanwhile, the fact that 
values are at a discount is assurance of a sort that de- 
clines will be relatively limited, unless some of the rea- 
sons for the discount should assume an active character 
such as to prove the low price justified. 

To decide the likelihood of that event, the causes of 
the discounts in utility prices must be briefly analyzed. 
They are: 

1. Government attitude—toward holding companies 
and toward rate structures as evidenced by erection of 
competing units. 

2. Fear of rising costs. 

3. Unimpressive market action for several years. 
(See accompanying chart.) 

4. Belief that war influences are bearish. 


Sacrifice Sales Improbable 


Needless to say, there is reason for caution back of 
each of these points. Most prominent is the attitude of 
the Government. The S E C has begun to press for 
early action in complying with requirements for geo- 
graphical integration of holding companies, and many 
leading enterprises of this sort are finding the problem 
difficult. If they must get rid of certain properties, the 
only possible buyers are usually other holding companies 
operating in that territory or the public. In either case, 
the big question is, will the sale be a fair one? And the 
answer seems to be a qualified yes. Figuring values as 
they stand today, it is unlikely that any sacrifice will be 
forced by the Government except in very unusual cir- 
cumstances. The holding companies may have a griev- 
ance outside of this particular question of price, but it is 
the one that interests an investor most. 

In the many cases where the total value of the in- 
dividual operating companies exceeds the market value 
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of the holding company securities, the risk to an in- 
yestor created by a threat of dismemberment is obvi- 
ously reduced to the vanishing point. 

Both operating and holding companies have had more 
real reason to fear an extension of Government power 
projects, whatever the rights and wrongs of the trend. 
The investor who tries to compete with the Government 
—and with his own tax money being fired back at him— 
is bucking a tough proposition. If the competition were 
to increase, it would fully justify the discounts on utility 
securities. But it has apparently reached an end for 
perhaps a good many years, and the next attempt at 
public ownership, when it comes, is more likely to be 
through direct acquisition of properties on a reasonable 
valuation. 

The fear of rising costs is of course combined with the 
feeling that rates will not be easily moved upward to 
absorb the higher wages, taxes and material prices. 
Theoretically, every upward surge in commodities and 
in the cost of living should send the utilities into a bear 


While the rest of the market ran wild, and while coni- 
modities boomed, the utilities were at the minus end 
of most switching operations. Most investors were half 
inclined to consider the outbreak of war the start of a 


utility bear market. Fortunately the group had lost a 
good part of its speculative following as a result of 
numerous disappointments in market action. Few 
traders were hardy enough to last out the years of poor 
performance exhibited by the utilities. 

In the back of every one’s mind was, and still is, the 
conception of utilities as war widows. During the World 
War they were under several handicaps. Supplies of coal 
were difficult to obtain and the rising price of the com- 
modity cut into earnings of the steam generators. As 
industrial activity increased and demand for current 
stepped up, the companies were forced to expand their 
capacity at a time when all materials and wages were 
sky high. Copper was 35 cents a pound, wire and gen- 
erating equipment correspondingly expensive. And like 
every other business, the utilities were not at all sure 

that the new capacity being created would 








not lie idle for years after the burst of war 





activity had subsided. 





Consolidated Gas of New York sold at 
12414 at the beginning of the World War, 








reached a high of 15014 in 1915, but had 
dropped to 74 by the time of the Armistice. 
Commonweath Edison started the war period 





at 133 and ended it at 11314. Public Service 
of New Jersey went from 109 to 88. 











To get the other side, however, consider 
the experience of an investor in any of these 








' stocks at the outbreak of war. In 1914 
Consolidated Gas paid $6.00, in 1915 the 











t dividend was raised to $6.75, and in the next 
and following years it was set at $7.00. 





























Commonwealth Edison paid $8.00 straight 
through the war and for many years after. 
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Public Service paid $6.00 in 1914, 6.25 in 











market. They have reduced their rates steadily for 
several decades without corresponding benefits from 
lower prices, but it is feared that even the most sym- 
pathetic treatment at the hands of the various rate 
making bodies will lag too far behind a rise in costs 
to protect profits. 

The investor who is convinced that price inflation is 
sure to follow the growing public debt and the surfeit 
of money would hardly pick the utilities as hedges 
against the process. Yet the inflationary background 
is one of intensified activity in all sorts of lines, every 
one a customer of the utilities. Their volume of busi- 
ness would rise tremendously, and the additional output 
would in most cases tend to widen profit margins, since 
fixed charges would be more broadly distributed. Pre- 
sumably, their case would not be like that of the mail 
order house which during the depression was supposed 
to have explained its growing losses by showing that each 
sales represented a small deficit—and it was impossible 
to cut down volume of sales further. 

There is no doubt that a rapid rise in the general 
price level would handicap the utilities. The thought 
ties in with the action of the group last September. 
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1915, $7.75 in 1916, $8.00 in 1917, and then 
put the rate back to $6.00 in 1918. Each of 
them paid better dividends than those in effect at the 
start of the war, and each of them could have been sold 
at a profit in the years following the Armistice. 

It is not suggested that the utilities are war babies, 
nor is it argued that the war may not injure them in its 
effects. But because of the discounts prevailing they 
offer a chance to hedge against peace at what may prove 
very attractive levels. Those which serve the industrial 
regions have a direct stake in whatever gains heavy 
industry shows, and they all would benefit from any 
change in the psychology of the market toward them. 

Utility bonds have held up well during the recent 
break in the market, which has affected all high grade 
obligations from Treasuries down. Nevertheless they 
offer some yields that are attractive in relation to their 
status and to money rates. THe Macazine or WALL 
Srreet’s index of high grade utility bonds has recently 
made a new low for the year at 110.9. This figure is 
still to be compared with a 1939 range of 112.9 to 109.3, 
and with a high for 1940 of 118.0. The S E C has made 
a study of new utility financing which shows that bonds 
were sold in 1935 at an average yield of 3.83 per cent 
and in 1939 at an average of (Please turn to page 322) 
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Past. Current and Prospective Position 


All figures are for the cale 


























































































































Net Gross _——— Sources of Gross Revenues——_—__B 
Book Value Funded Common Operating Net as wy. Water, Hit 
Company of Plant ebt Stoc Revenues of % Elec. Gas and Ice Telephon ®t 
(millions) (millions) (shares) (millions) Gross % % % A 
American & Foreign Power.............. 645.3 163.8 2,077,938 58.5 9.2 8sE —_——————_15E—___—__— 
American Gas & Electric................ 395.3 225.5 4,482,737 77.8 17.2 99 en foes 1 
American Light & Traction.............. 143.0 75.8 2,767,443 42.5 11.8 15 72 4 ( ‘ ) 
‘ coke 
American Power & Light................ 694.2 359.3 3,008,512 101.5 10.7 85E 15E———_ 
American Water Works & Electric........ 319.7 192.6 2,343,105 53.6 6.4 68 2 5 25 
IR ss soi nae kedhlese esa 153.6 53.0 617,164 35.4 15.5 96 
(steam) 
Brooklyn Union Gas................... 83.6 49.0 745,364 23.3 7.9 100 
Rr ee ne anne rng 645.0 497.3 3,703,978 220.4 2.9 asE 2sE Fat 
ol 
Columbia Gas & Electric................ 434.4 179.7 12,223,256 99.9 42.1 281% 67 1%, 3 
Cc ealth & Southern.............. 944.2 536.2 33,673,328 140.7 9.5 82 9 — -—— 
Commonwealth Edison. 532.9 377.3 12,119,312 145.9 17.4 39 10 ee ‘co 
Consolidated Gas of Baltimore.......... 128.1 70.2 ~ 4,167,397 36.6 18.6 a. a ae 
Consolidated Edison................... 1,154.3 480.8 11,471,027 251.2 14.5 79 16 aR = 
NTT see meen ee 274.2 144.8 1,272,260 59.6 16.2 oe 1 Ree See 
Electric Power & Lis.t.... 598.4 276.0 3,439,487 107.9 4.2 47 32 (21% transportation oil, 
gasoline and sulphur) 
Engineers Public Service........... 302.9 150.4 1,909,968 54.2 9.7 75E —__-—__——_ 25E—__-__--- 
Federal Water Service “A”. ........ 136.0 105.2 568,775 22.3 6.7 47 esse 53 
Federal Light & Traction................ 36.9 19.4 524,903 10.0 16.5 70 21 5 4 
International Hydro-Electric “A”... . 457.1 268.0 856,149 65.8 1.7 85 6 9 
Louisville Gas & Electric “A”........... 59.7 29.0 —_— —- sa @F.. =. . a 
(includes steam) 
Middle West Corp...................... 341.7 200.1 3,308,355 64.2 6.4 83 6 ——11———__ 
National Power & Light................. 379.4 257.1 5,456,117 78.0 10.0 ase —————= 
Niagara Hudson Power................. 488.8 241.0 9,581,034 85.4 8.6 86% 3 Vp ie 
North American Co................-5. 531.8 367.5 8,573,974 122.3 16.9 77 8 9 =e 
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ion) of Leading Public Utility Companies 


he calengm year 1939 unless otherwise noted. 








s————§ Deprec. as Percentage of: Earned Per Common Share 
Water, Hi ——— a 
Telephea! ' 2 Mos, aid 
% Gross Plant Value 1938 1939 ; ‘31/40 1939 





Recent 
Price of 
Common 


COMMENTS 





a 9.2% 0.8% d$8.66 d$8.88 NA None 


1 


Earnings of subsidiaries in terms of currencies of countries in which they 
operate continued to improve in 1939 but the betterment was offset by 
lower a rates. | Present world situation scarcely conducive to 








1 14.2 2.8 2.23 2.50 $2.71 $1.85 


26 


Upward trend of ine should ~ Ling + this year in line v with"in- 
creasing consumption of electric of p pur- 
suant to Public Utility Act not likely to ‘involve any important sacrifices. 








ee 


9 7.7 2.3 1.47 1.32 1.69 1.20 
(coke) 


t that company relinquish its indirect interest in the 

per business and plans sale of International Paper holdin “ @s soon as 

ne oners can be obtained. Proceeds will be utilized in additions 
‘°o utility plant. 








9.9 1.4 do.08 0.42 0.70 None 


2% 


Common share profit for the first quarter of 1940, sngute wate 53 cents, 
wes better than double earnings for the like period 39. Recent 
gains seem likely to be maintained and increased in bad. months. 





25 10.2 1.7 0.38 0.95 0.54 None 


President states that need of funds for establishment of subsidiaries is stand- 
ing in the way of dividend payments, but asserts thet when ‘we start e divi- 
dend we have a good chance of maintaining it." 





10.3 2.4 8.38 8.86 9.12 8.00 
(steam) 


A-four-for-one common stock aoe has been onond by stockholders 
and will take effect shortly after approval of reduction in per value by 
Massachusetts Dept. of Public Utilities. Electric output of system con- 
tinues ahead of year ago. 





7.6 2.1 2.25 2.42 2.43 0.50 


14 


Refunding operating with ct to callable portion of 5% and 6% will 
undertaken a3 soon as pee t conditions end effeirs of company permit. 
Some $500,000 of bank loans have been paid off since beginning of year. 





13.0 4.4 0.23 0.68 NA None 


4% 








introduced salaries for directors, a step In hoeping with the 
ne poder ides. Sharp earings edvance of 1939 is believed 
to have been continued thus far in 1940, 








3 11.2 2.6 0.31 0.46 0.63 None 


4% 


Company seems likely to be required to divest itself of its Panhandle 
Eastern Interests pursuant to enti-trust ection by the Government. Twenty 
cent common dividend paid this spring, first since 1937, may be supple- 
mented later in year. 





= 11.7 1.7 0.04 0.13 0.14 None 


By way of aiding company in reorganization pursuant to the Utility Act, 
has agreed to submit concrete suggestions as to how satisfactory in- 
tegration of properties may be effected. 





1 11.6 3,2 2,37 2,43 2.29 1.65 


27 


Illinois Commerce Commission has reserved decision on rate cut asked by 
small group of consumers; chances are the cut will not go through. Com- 
peny’s weekly electric output has been gaining more rapidly over past 
month or so. 





2 9.1 26 4.06 4.94 5.05 3.60 


68 


Continued rising trend of earnings, apparent in recent reports and likely to 
continue, suggests possibility of dividend increase in not too distant 
future. Power output of company is now running about 14% ahead of 
year ago. 





5 10.1 2.2 2.09 2.22 2.25 2.00 


24 


Margin of year-to-year earnings gains shown in first quarter—$1.12 per 
share against $1.09 in the like 1939 period—will probably be bettered 
for the year as a whole, though advance will not be 








29 13.4 2.9 6.46 7.68 7.93 6.00 





Operating results have eased slightly of late but resumption of uptrend 
in near future is looked for. Present dividend rate on the common stock 
appears secure. 





a 15.3 2.3 do.30 d0.35 NA None 
1 sulphur) 


36 


Overall re.ults of company's diversified operations in electric power, oil 
and gasoline, sulphur and transportation fields have been unprofitable 
with respect to common shares in recent years, but betterment is looked for, 





= 11.2 2.1 0.81 1.55 1.69 None 


With gross operating reveaues running about 5% ahead of a year ago, net 
income is up about 20%. This company is one of nine systems currently 
facing reorganization under the int q ts of the Utility Act. 








53 10.0 1.6 do,02 0.87 1.29 None 


This concern and its parent company, Utility Operators Co., have filed 
applications with the SEC for a merger. Also proposed is the issue of 
some 1 aee. ,000; - ye of aon arenas in exchange for present preferred 
and Class A sti 








4 6.7 1.9 1.98 2.64 2.69 0.25 


16 


Continued — of operating results this year suggests the possibility 
that dividend disbursements for the whole of 1940 may exceed payments 
made thus far. Only 25 cents was paid in 1939, 





9.8 1.4 0.04 0.82 0.31 None 





This company, all of whose Class B and common stock is owned by Inter- 

national Paper & Power, has extensive operations in Canada. Operating 

—_ in terms of American dollars are thus subject to exchange condi- 
ions. 





11.6 2.2 1.99 2.33 2.72 1.50 


16 


Earnings are trending upward despite the relative stability of the com- 
pany’s service area and the restrictive effect of rate cuts. Company is an 
intermediate holding unit in the Standard Gas system. 





13.5 2.5 0.81 1.24 NA None 


512 


Subsidiaries’ refinancing program, completed some months ago, is result- 
ing in appreciable interest savings. With further purchase of subsidiaries 
securities in prospect, however, early dividend action is not likely. 





Cash derived from dissolution of Lehigh Power Securities has strengthened 
the asset position of the shares. Present 60 cent annual dividend 
rate does not ponte to be in danger. 














12.8 2.2 0.50 0.51 0.47 None 


3% 


Serving an area of heavy industry, this company stands to benefit directly 
from whatever increased power — are forthcoming from the speed- 
ing up of the present 








6 12.8 2.9 1.55 1.99 2.01 1.20 


16 


The rising trend of industrial activity in caeh centers as 6 Mil- 
waukee and St. Louis is ap t in the pany’s 
and should be more so as the year progresses. 
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Past, Current and Prospective Position of 





All figures are for the calendar 





Sources of Gross Revenues 





_————— 
Water, H't, 





Pacific Gas & Electric 








Peoples Gas, Light & Coke 





Public Service of N. J. 





Southern California Edison 





Standard Gas & Electric 





wy. 
Elec. Gas and Ice Telephone 
V ‘oO % /O c 
71 28 mars q 
100 
98 2 
55E 25E 2s5E 
97 ——(3% miscellaneous)—— 
79 19 eel 2 
73 (27% oil, gasoline 


and sulphur) 





United Gas Improvement 





United Light & Power “A 











Washington Gas & Light 


78 17 3 2 
50E 40E 10E 
100 











Telephone and Tele 

















Management 








American Cities Power & Light “B" 





American Superpower 





Central States Electric 





Electric Bond & Share 








Miscellaneous 
Preferred Stock Common Stock 
ares Shares 
“*A*' $3 optional 
130,842 2,901,941 
“A" 2.75 optional 
103,592 
$6, 1st Pfd. 
163,791 8,293,005 
$6 Preference 
235,207 
6% & 7% 
P 10,105,020 
Conv. optional 
$6 cum. 
1,155,655 5,267,147 
5 cum. 
300,000 
None 2,104,391 
2,488,712 14,529,492 
$3 Pref. 








N. A.—Not Available. a—12 months ended Feb. 29. 
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Leading Public Utility Companies (Continued) 


year 1939 unless otherwise noted. 





Deprec. as Percentage of: 


Earned Per Common Share 





ue. 
Gress 


Plant Value 


“4938 


1939 


3/31/40 


Dividends 
Pakd 


1939 


Recent 
Price of 
Common 


COMMENT 





14.0 


2.48 


26 


Earnings continue upward at a satisfactory pace despite the effect of siz- 
able reductions last year in electric and gas rates. Company is also 
favored by long term growth trend of region it serves. 





12.7 


4.7 


3.00 


37 


Generally mild winter temperatures in this company’s service area have 
not helped earnings of recent months and a non-recurring charge for amort- 
— was also incurred. However, longer term outlook warrants 
optimism. 





6.9 


4.20 


Consumption of gas in the Chicago area was favored in the early months of 
this year by weather conditions, earnings rising sharply. However, rates 
have been d and Cy totaling some $6,000,000, are 
to be pow be at the direction of the Court. 








2.34 


32 


Alf@ough the company's electric rates were reduced wh an amount equal 
to $1,100,000 as of the be one of the year, profits have continued te 
rise moderatel y to date. is year's di dividends sh should equal last year's. 





16.4 


2.13 


1.75 


24 


oe gains in the ferepart of this year have been slewed by a sub- 
stantial rate reduction and the y also supports a heavy tax burden. 
However, efficient operati and ic growth of territory are 
mitigating factors. 











12.1 


d2.26 


41.34 


NA 


Widely scattered properties and rather complex capital structure are likely 
to make the problem of reorganization under the Utility Act a difficult 
one. However, decision of the SEC to submit recommendations in the 
matter will help. 





21.6 


40.51 


d0.55 


d0.47a 


Gas consumption was favored this winter by unusually cold weather, re- 
sulting in improved first quarter operations. Heavy arrears on the pre- 
oe preclude common dividends even in event of common share earn- 
ngs. 





9.1 


1.8 


1.07 


1.08 


10% 


Dividends from Public Service of New Jersey should continue this year 
about the same as —_ ‘... sales have be been at a good rate and power 
output should respon: | activity in the eastern Penn- 
sylvania area. 








10.3 


d0.15 


0.29 


0.43 


i, 


Serving the gas and electric needs of scattered agricultural and industrial 
areas throughout the Midwest, company’s sales and earnings have been 
a — upward, Company’ 's position in complying with Utility 

ct p 








1.4 


2.24 


2.52 


NA 


21 


Earnings are in an upward trend and dividend payments make for an at- 
tractive yield on the common at present market levels. Expectations are 
that further improvement will be witnessed over der of the year. 














graph Companies 





14.5 


49 


8.16 


9.24 


150 


It is probable that system revenues will continue above last year with the 
margin of gain to date possibly increasing from here oa. Reductions in 
long dist rates as of May 1 is not asi rt 











12.7 


3.6 


1.10 


0.76 


0.196 


2%, 





Company's heavy d d on its E sales and manufacturing 
units is an obviously adverse factor in the current outlook. Exchange 
unsettlement is also a problem in the present si 








8.6 


d1.57 


1.32 


0.206 


15 


First quarter 1940 earnings were in sharp contrast with the 70 cent common 
share deficit of a year earlier and continued betterment is looked for. 
Company has just reduced its $5,100,000 of bank loans by $2,000,000 
and expects to fund 











Holding and Investment 


Companies 





Earned Per Common Share 





1938 


1939 


Latest 
1940 


Recent 
Price of 
Common 


COMMENT 





0.04 


0.03 


NA 


% 


Little change i in the company’s investment income this year as compare et 
with 1939 is looked for. Though dividends on the “A” stock see 1 
likely to continue, nothing is expected on the “B"’. 





do.22 


d0.20 


d0.056 


23 


Dividends on holdings of United Corporation preferred will be somewha’ 
smaller in reflection of clearing up of arrears and income prospects wit!) 
respect to Brazilian Traction are not too promising. 





def. 


NA 


% 


Little change in operating results has resulted from debt reduction with 
proceeds of sale of North American common. Assets will have to more 
than double before there will be any equity for the $7 preferred; junior 
issues are out of the picture on this count. '- 





0.18 


0.24 


0.27 


None 


Though one of the principal targets of the Public Utility Act, company's 
generally sound assets hold out room for optimism despite prospect of 
rather drastic corporate shake-up. 





0.36 


0.156 


5% 


The engineering division stands to benefit directly from prospective in- 
creases in the utility industry's construction program. Outlook in the 
ae _ however, remains uncertain though some betterment 
seems likely 





0.07 


0.07 


NA 


1% 


Now in the process of reducing its utility holdings to less than 10% of 
voting control in each case, pany will upon of this opera- 
tion cease to be a holding company within the meaning of the Utility 
Act. Some sacrifice is ent |, however. 
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A Brightening Future for 


the Electrical Equipments 


Current Sales Trend Is Up 
and Long Range Growth 


Potential Remains Large 


BY HENRY D. STEINMETZ 


= year this country consumed more electric 
power than ever before in its history. This year 
it will undoubtedly consume more than last. 
If that is good news for the utilities, it is even 
better news for the electrical equipment makers 
who are not harassed by Government competi- 
tion nor restricted as to price policy by state 
regulatory bodies nor facing reorganization for 
purposes of property “integration”—who are not, 
in short, subject to the many political hazards, 
uncertainties and profit deterrents with which 
the utilities themselves must contend. 

Of course, the equipment manufacturers do not get off 
scot-free with respect to the woes that beset the utilities. 
In the first place, the latter comprise far and away their 
biggest market for such wide-margin heavy lines as gen- 
erating apparatus (steam turbines, water-wheel genera- 
tors, dynamos and converters) and transmission and dis- 
tribution equipment (electric measuring instruments, 
voltage regulators, insulators, pole line hardware, switch 
gears and transformers) ; to the extent that the political 
troubles of the utilities have caused them to defer a large 
part of their expansion requirements, the equipment in- 
dustry has suffered. Secondly, this deferment on the 
part of the utilities has retarded the growth of other 
major equipment markets—the industrial market, to 
which it sells furnaces, motors, switches, welding ap- 
paratus, conduits, fittings, fuses, circuit breakers, etc., 
and the home market which absorbs all of its many 
modern household gadgets. 

No one knows for sure just how much pent-up demand 
exists in the utility industry today. Its construction lag 
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Westinghouse Photo 
New type 35,000 kilowatt generator made by Westinghouse is cooled 


by hydrogen. 


over recent years has been variously estimated at from 
$1,000,000,000 to $3,000,000,000, the higher figure, oddly 
enough, coming from New Deal sources largely responsi- 
ble for the situation. Most generally accepted and read- 
ily credible sum is about $1,500,000,000, or better than 
three times actual outlays of 1939. Any way you look 
at it, and granted the whole calculation is a bit academic, 
there is a very sizable accumulation of utility business 
awaiting the equipment companies when and as the 
political atmosphere has cleared sufficiently to permit 
utilities to go ahead with construction activities with a 
reasonable degree of confidence. Indeed, in view of cur- 
rent plans designed to meet whatever extraordinary 
power requirements that may derive from increased in- 
dustrial activity as a result of the emergency armament 
program now getting under way, a considerable volume 
of utility business is in store for the equipment industry 
in the immediate future. 

At the moment there is some difference of opinion 
between Administration officials and utility men as to 
whether the $600,000,000 expansion program which the 
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‘fatter have mapped for this year will be sufficient to 
meet the needs of an industrial system shifting into high 
gear in order to meet the nation’s defense requirements 
in the shortest possible time; New Deal quarters inter- 
ested in the question hold that a super-grid transmission 
‘system tying together the major power systems of the 
Northeast will also be required. If so, so much the 
better for the equipment companies, for such a system 
}would involve expenditures for transformers alone, for 
example, of about $70,000,000. But whether or not the 
grid is built, the expansion activities to which the utility 
industry is now rather definitely committed and which, 
rather than being curtailed, are likely to be increased, 
point to a larger volume of sales in the utility field than 
the equipment companies have enjoyed since 1930. 


Utility Expansion Speeded Up 


Adverse weather conditions and the general business 
reaction slowed down expansion activities of the utilities 
inthe early months of this year. Now, however, the pace 
is being stepped up. According to the Edison Electric 
Institute, total dollar expenditures this year are being 
apportioned as follows: for steam generating stations— 
$183,700,000; for hydro generation—$10,700,000; for sub- 
stations—$61,300,000; for transmission systems—$658,- 
700,000; and for distribution facilities—$294,000,000. 
Totaling somewhat over $600,000,000, these figures also 
include about $40,000,000 for projects of the Rural Elec- 


course, are going to the electrical equipment manufac- 
turers—a considerable part is being spent for land, build- 
ings and installation, and the boiler makers, steel mills, 
wire and cable companies, etc. are cashing in—but the 
lion’s share of the business is earmarked for the equip- 
ment concerns. Best situated of these to handle this 
sort of business are the larger companies such as General 
Electric, Westinghouse and Allis Chalmers. A number 
of smaller concerns, however, including Square D, 
Crocker-Wheeler and Cutler Hammer, are also in a posi- 
tion to participate. 

Though the most important, the utility industry is 
not the only sizable market for heavy electrical equip- 
ment. The merchant marine and the Navy are also 
major buyers. All types of warships are equipped with 
generating apparatus, costly electrical controls and nu- 
merous sizes of motors. The current and projected naval 
building program is certain to expand demand in these 
lines. Shipyards themselves purchase heavy equipment 
for use in cranes, welding apparatus, etc. And every new 
merchant vessel of any size is equipped with at least one 
generating plant, as well as batteries, motors for winches, 
ventilating and refrigerating facilities, lighting and wir- 
ing. An increased volume of buying by the Navy and 
by shipyards seems pretty clearly indicated in the period 
immediately ahead. 

Heavy industry is also turning more and more to 
electrical equipment as a result of continually increasing 
mechanization of operations. This is particularly ap- 












































































































































trification Administration. Not all of these funds, of parent in the manufacture of flat-rolled steel. Even 
o es 
24 Electrical Equipments Compared 
Earned Per Share Divds. Paid or Decl'd 
a — “ Price 
Year First Quarter Year To Date Range Recent 
1939 39 19. 1939 1940 1940 Price Principal Products 
Arey [oO eee d$0.43 d$0.07 d$0.04 None None ca Ye Vacuum cl , Heor polish 
MUMMERS CN ccc siveviee cues 1.36 NA NA $0.25 $0.25 15 - 8% 8 Washing machines and irons, vacuum cleaners, 
efrig ig ppliences. 
sack Decker eae u prcccssacaie 1.60a 0.526 0.99b 1.00 0.50 2210-15 16% Electric tools, fractional horsepower meters. 
90 Flexible Sha’t............ 8.80 1.49 1.76 5.75 3.00 83 -57 57 —— a, household appliances, furnaces, 
animal clippers. 
cooled poser Wheeler ae d0.21 NA NA None None 64- 31% 31% Motors and g tors, teasters. 
aa nr 0.16 0.38 0.08 None None T= 356 4 Radios and broadcasting, coal stokers, small 
Cutler Hi autos, light and heavy household appliances. _ 
fr a cas ok oa, clr ens 1.23 0.09 0.61 0.75 0.50 2214-1454 161% Motor and power controllers, switches, wir wiring 
rom ae Wading a devices, high voltage fuses. 
oddly @ iletic How aching. -...-.--. 0.59 0.18 0.20 0.37% 0.12% 4%- 2% 3 Washing machines and ironers. 
’ ; is lousehold Utilities........ 0.29 NA NA None 0.10 aie : Washing machines and ironers. 
0NSI- as a Vacuum Cleaners.......... d1.43 do.12 do.14 None None 5 - 2% 3 Veeow cleaners. 
read- pnerel Electzic®.............2% 1.43 0.26 0.42 1.40 0.70 41 -2614 29% G and ¢t radios, plastics, com- 
plete line of industrial, utility and home equir- 
than i . ment. 
deal rpatade era 3.52 NA 1.13 2.00 0.62%  4734-28% 34 Radios, tubes, lamps. 
See 1.89 NA NA 0.50 0.15 aa aT ion and distribution equipment 
lemic, PEON S65 dick ceo o.cs.éc ees 2.86 0.45 0.86 1.70s 1.20 42 -211%4 30 Motors, industrial ecuigment, ~ Generators, light 
siness ff Maytagc home 
ies Sa ae 0.22 0.07 0.06 None None 4e- 2% 2% Washing machines and ironers. 
s the is raw Electrick............... 2.99 NA NA 1.75 0.50 29 -17'% 19 _ Fuses and light household appli 
ermit MG oo ocs cote ileva's oc-menos 0.35 0.05 0.11 None 0.20 %y- 4%, 4% ee nee phs, radio and broadcasting, television, 
allied lines. 
ith a Sengamo Electric®................ 3.41 NA NA 1.75 0.25 cons motors, meters, circuit breakers, con- 
. - ensers. 
cur Sparks Withington................ d0.28c¢ d0.19e d0.02f None None 3%- 11% 2 Refrigerators, radios, tubes, small auto accessor- 
inary — ies. 
ees _ Tae eed 3.02 0.35 0.89 1.75 None  4014-26% 30 Cont Hl , insulators, switchboards, cther in- 
- : dustria’ i t. 
ment Fe eats Seprerrrererire 3.31 NA NA 1.75 1.00 : 23% Motors, hydraulic brakes. 
estinghouse Electric............ 5.18 0.88 1.51 3.50 1.75 118-76 841% Generators and Turbines, radios, plastics, com- 
lume plete line of industrial, utility and home equip- 
. ment, 
ustry = Elec. Instrument*......... 3.03 0.24 1.77 1.00 0.50 3734-26 281% Meters, devices and instruments. 
ae 2.1839 2.09h 1.22h 1.00 1.00 179%4- 8% 9 Radios, ph hs, tubes, batteri 
inion —Issues considered to be among the more attractive from standpoint of a ti —Fiscal od 
March 3 ee ee pPpreciation Prospects. a—Fiscal year ended Sept. 30. 6—Six months ended 
as to 0. det ih Ps hnone he: ; i. aA~Net pom x hy wa 31,1938. f—Six months ended Dec. 31,1939. g—Fiscal year ended April 
1 the 
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more to the point at present, however, is the situation in 
machine tools. 

Up until comparatively recently, machine tools were 
typically equipped with belt drives whereby a large 
number of machines were driven by power transmitted 
from an overhead shaft turned by a single motor. Now, 
however, practically every machine tool turned out has 
its own motor, thus permitting a considerable saving in 
power when not all machines are in use. For the equip- 
ment manufacturers this has meant an appreciably ex- 
panded market in the tool field. Also, many machine 
tool motors are of the more expensive oil-and moisture- 
proof types, frequently equipped with variable speed 
indicators and automatic controls. What makes all this 
of particular significance at present, of course, is the 
existing capacity rate of operations in the machine tool 
industry and the probability that, pursuant to the arma- 
ment program (in connection with which the machine 
tool industry is generally regarded as the most conspic- 
uous industrial bottleneck), present plant capacities will 
be materially expanded in the near future with a cor- 
responding substantial increase in the rate of tool pro- 
duction. 

In the field of home appliances the most profitable 
lines from a unit margin standpoint are, of course, the 
larger items — refrigerators, washing machines, ironing 
machines and ranges. Refrigerator sales and the number 
of such units in use expanded quite rapidly up until 1937, 
in which year some 2,350,000 were sold, but volume 
slumped sharply the following year and staged only a 
partial recovery in 1939. In January of the current year, 
however, a general price reduction of about 20 per cent, 
initiated by Kelvinator, stimulated sales considerably, 
the total for the first quarter running about 30 per 
cent above year earlier levels. While recent sales 
gains may not be fully sustained throughout the year, 
it still seems probable that a very substantial increase 
will be recorded over 1939 and it would not be at all 
surprising to see 1940 set a new high record surpassing 
that of 1937. 


The reduction in list prices of refrigerators, moreover, 
probably has not narrowed profit margins appreciably 
since it represented, in good part at least, an adjustment 
of list quotations to actual selling levels, unofficial dis. 
counts to buyers having theretofore become the rule 
rather than the exception. In any event, whatever nar. 
rowing that may have occurred in unit margins has no 
doubt been offset by larger sales. From a longer term 
viewpoint, of course, growth of electric refrigerator sales 
from here on cannot be expected to be as rapid as it has 
been in the past. Out of some 24,000,000 wired homes in 
this country, it is estimated that about 50 to 60 per cent 
are now equipped with electric refrigerators. Of the 
remainder, most are in the lower income groups; some 
of these can be reached through lower prices but the 
saturation point of the market is probably not far off. 
Replacement sales are likely to become an increasingly 
important part of overall sales (they were estimated at 
20 to 25 per cent in 1939 by Electrical Merchandising), 
but ultimate demand from this source could readily re- 
sult in sales of 1,000,000 units annually. 

As for washing machines, as much or more of the 
potential market has now been sold as in the case of 
refrigerators, but here also the current near term trend 
is encouraging. It is estimated that only about 7 per 
cent of the country’s wired homes are now equipped 
with electric ironers but the possibilities this would seem 
to imply as regards further long term sales gains may 
be somewhat misleading since most home users have ex- 
perienced difficulty in their use for anything except flat 
work which, in the average family, does not justify 
purchase. 


Electric Range Sales in Uptrend 


Electric ranges have been selling about 27 per cent 
ahead of last year and the chances are that this year 
for the first time more than 400,000 units will be sold. 
The percentage of wired homes now equipped with elec- 
tric ranges is still low—probably little more than 10 per 

cent—but, of course, the cheapness of gas 
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cooking and the still generally lower price of 
the average gas stove, despite reductions in 
electric units, are offsetting factors to be con- 
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sidered here. It would appear, though, that 
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longer term sales possibilities in the electric 
range field, assuming further price reductions 
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as well as continued electric rate reductions, 
compare favorably with those in the refrig- 
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Competition in the large appliance field is 
by no means confined to companies common- 
ly regarded as electrical equipment con- 
cerns. General Motors, Nash-Kelvinator, 
Borg-Warner, Stewart-Warner and Bendix 
are prominent. Apart from GE and West- 
inghouse, most of the remaining companies 
supplying the field are specialists in this 
type of appliance, such as Easy Washing 
Machine, Maytag and Electric Household 
Utilities, though Crosley Corp. and Sparks- 
Withington, both having more diversified 
interests, are also represented. Needless to 
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International Tel. and Tel. Corp. 


An Orphan of the Storm 


BY HENRY L. 


Spain, Germany, France, Italy, Czecho- 
slovakia, Holland, Belgium, Denmark, Poland or, in fact, 
almost any place in Europe where war has struck or 
may do so in the near term finds some part of Inter- 
national Tel. & Tel.’s holdings in the midst of things. 
Each new war development has in greater or less 
degree affected the corporation’s position although what- 
ever the future may bring from now on in Europe or 
in Asia, will have some difficulty in exceeding the ad- 
versities occasioned by the Spanish revolution and the 
years of savage warfare and destruction in that country. 

The Spanish system was the largest 
of I. T. & T. investments in Europe 
and was equalled in size only by the 
Argentine system which, by the way, 
continues to grow and prosper while 
its less fortunate brethren droop and 
die. Fortunately, the corporation has 
been able to come to a working agree- 
ment with the Spanish government 
whereby it may be possible to com- 
pensate in a measure for the manu- 
facturing capacity lost because of the 
recent German invasion of Belgium and 
Holland, but a considerable period of 
time will probably be necessary be- 
fore the war shattered facilities of 
Spain can again be restored to their 
former degree of efficiency, and in the 
meantime it will take something more 
than sheer genius to obtain any part 
of the Spanish subsidiary’s earnings for 
use of the parent company in this 
country. 

A much lesser share of the corpora- 
tion’s facilities are within the bound- 
aries of the recently conquered nations and while it is 
not likely that the German conquerors will deal any 
more drastically with these holdings than they did with 
those which were located directly in Germany at the out- 
break of the war, it is hardly possible that the Nazi gov- 
ernment will permit any actual profits to be earned and 
even if such increment were permitted, not even a small 
part of it would actually come to this country. Most 
of the German, Belgian, Dutch and other manufactur- 
ing facilities will be utilized by Germany to supply mili- 
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Gran Via Headquarters building in 
Madrid before Spanish revolution. 


BLACKBURN 


tary needs at home and any exportable surplus will 
probably find Italy, Russia and Japan ready markets— 
but not to the benefit of I. T. & T. A further complica- 
tion lies in the fact that should the United States either 
declare war or assume an official position of non- 
belligerency even the corporation’s currently small hold 
on the properties would be gone—perhaps forever. 

On the other hand, the Shanghai situation, after years 
of war damage and restraint, is showing signs of satis- 
factory recovery. The number of phones installed each 
year has been showing definite progress although a drop 
in exchange rates of nearly 60 per cent 
in the past decade has made rates 
inadequate and imported construction 
and repair materials doubly expensive. 
The China situation should work out 
reasonably well over a period of time 
but for the present it is not a factor in 
computing parent company income. 

With approximately 50 per cent of 
the corporation’s investments in Cen- 
tral and South America, it is at least 
encouraging to note that the war has 
not as yet exerted any adverse influ- 
ences and a steady gain in subscribers, 
gross and net earnings and _ installa- 
tions have been experienced. Even in 
this much more satisfactory position 
there is an adverse note for due to low 
exchange rates and other factors, a 
much smaller proportion of dollars is 
accruing directly to the parent com- 
pany. Cable and radio communication 
subsidiaries have enjoyed a marked im- 
provement in business since the outset 
of the European war last September 
and there is as yet no sign of abatement. The Argentine 
subsidiary, I. T. & T.’s largest investment, is making 
excellent progress. At the close of 1939 there were 
395,012 telephones operating in the company’s service, 
representing about 90 per cent of all of the telephones in 
the Argentine republic. 

Although the company’s financial position is subject 
to many strains because of the fact that the greater part 
of its income is derived from foreign sources and much of 
it is subject to numereus (Please turn to page 319) 
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The Ultimate Hardship 


Americans may conceivably be 
asked to feel the horrors of war in 
the near future by accepting auto- 
mobile models left over from the 
year before. This project of “freez- 
ing” models is receiving a good deal 
of attention and it would undoubt- 
edly be effective in releasing capa- 
city of the machine tool makers for 
work on the defense program. It 
would also lighten the burden on 
the accessory companies, which are 
playing an increasingly important 
part in aircraft and other lines out- 
side their principal one. What it 
would mean to the automobile com- 
panies is hard to judge. The savings 
in re-tooling expenses would be sub- 
stantial, and they could probably 
dress up the radiators or instrument 


For Profit and Income 





panels of their later cars in order 
lo satisfy the demand for something 
new. Just the same, there are a good 
many car buyers each year who 
would not want the preceding model, 
even at a price concession. If at- 
tempted, the freezing could not be 
thorough until next year, since 
much of the tool buying for 1941 
models has already taken place. 


Steel Rate Rebounds 


After keeping its promise not to 
go below 60% in its operating rate 
this spring, the steel industry put 
on a surprise spurt of 20 points in 
a few weeks. Most of the sober, ex- 
perienced guessers are thereby 
quickly proven far wrong, since 
they had been setting a nearby top 
of 70%. On domestic considerations 





Called the world's largest tool shop, this section of the Ford Rouge plant at Dear- 


born is one asset of the offer to turn out 1,000 planes a day. No car 


parts 


are made here—only the tools and dies needed to manufacture either automobiles 
or aircraft. 
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alone they might have been sound, 
but foreigners came in with orders 
and started the buying. In the first 
five months of 1940, and before any 
of the new orders could be filled, 
exports of steel came to 1,681,455 
tons with a value of about $128 
millions, according to the Depart- 
ment of Commerce. Shipments have 
been tapering off lately, but as the 
new orders are filled they should 
pick up again. 


Values Melt in May 


The market value of shares listed 
on the New York Stock Exchange 
declined $10,222,661,000 last month 
to a total of $36,546,583,000 on May 
31. That it constitutes a blow to 
purchasing power and buying psy- 
chology can’t be doubted. The auto- 
mobile and accessory group alone, 
for example, lost almost a billion 
dollars in market values. 

Here are the ten largest classifi- 
cations: 


Market Change 
Value During 
May 31,1940 May 

(millions) (millions) 

Chemicals ....... $5,249 —$1,304 

Communications .. 3,235 — 548 

Petroleum ..... . $§$,210 — 1,084 

Autos & Accessories 2.847 — 984 

MOOOB . 66a vanes 2,480 — 670 
Railways and 

Equipment .... 2,428 — 624 
Gas & Electric 

(operating) .... 2,035 — 392 

Cee ne 1,937 — 619 

Sol ee eee 1,927 — 464 

Tobacco ......... 1,390 — 303 


Nylon Parachutes 


Hosiery men are inclined to credit 
rumors that production of nylon is 
to be taken away from them and 
devoted to making parachutes. The 
logic back of the story recommends 
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it. Nylon is stronger than silk; its 
production is more closely under 
government control. The small sup- 
plies of silk already secured for the 
purpose will hardly be sufficient if 
the air program approximates its 
outlines. 


Trend to Arms 


The machine and assembly shops 
of Carnegie-Illinois Steel at Pen- 
coyd, Pa., are reported in negotia- 
tions for sale to the Empire Ordnance 
Co. This property was formerly op- 
erated by the American Bridge Co., 
another subsidiary of U. S. Steel. 

Large Allied shell orders are un- 
derstood to have gone recently to 
Pullman, as well as other munitions 
orders to Crucible and U. S. 

American Car & Foundry's unfilled 
orders at $22,500,000 have had the 
benefit of shell purchases involving 
large tonnages of steel. 

E. I. du Pont de Nemours will con- 
struct a plant for the Tennessee 
Powder Co. and will operate it, but 
will own no part of the new com- 
pany. 


Jersey Earnings 


President Farish of the Standard 
Oil Co. told stockholders that profits 
for the first half of 1940 were “rough- 
ly a little less than $3 a share,” allow- 
ing May and June about the same 
profits as those in earlier months. 
This would be almost the equivalent 
of the $3.26 a share earned for all of 
last year. Prospects for the second 
half are not, however, up to this 
rate, although volume is expected 
to hold up well. The improvement 
in the first half, incidentally, was 
registered despite somewhat lower 
volume than a year ago. 

As for the very real dangers to 
foreign properties and_ earnings, 
Mr. Farish had this to say: “We 
are confident, however, that in the 
final shakedown we still will be do- 
ing business abroad. The physical 
set-up of so-called reserves, various- 
ly estimated to be around 6,000,- 
000,000 barrels of crude oil, and 
with refining and marketing facili- 
ties in virtually every country, we 
feel that we are going to be needed 
in whatever world there is when 
this war is over. We feel that the 
oil industry is such a vital part of 
the necessary workings of the world 
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Quick Assets at Discounts or Near Parity 


In the spring of 1938, before the sharp rise which began in June of that year, the Maga- 


zine of Wall Street published a compilation similar to the one below. 


It shows a number of 


issues of varying grades selling at prices near their net quick asset values per share of common 
stock. This figure represents the excess of current assets over current liabilities, after allowance 
for funded debt and other charges which outrank the common equity. 

Conditions have changed greatly in the last two years, and there is not the same assur- 


ance that normal relationships should prevail in the stock market. 


On the other hand, many 


of these companies have improved their earnings records. While still selling at a low level in 
relation to quick assets, they are in general more reasonably priced in relation to recent earn- 
ings than the comparable situations of early 1938. 





Net Quick Latest 
ssets Recent 1940 Range Annual 
Per Share Price Hig Low Earnings 
Fo ee $8.61 10 1634 10 $1.38 
Anaconda Wire & Cable.......... 20.79 22 41, 20 1.54 
Babcock & Wilcox................ 17.60 22 30% 183% 1.74 
WMNGW WANN oc ceccccdccccees 22.06 20 33 17% 4.31 
California Packing................ 14.84 16 26% 14 3.26 
Cont'l Diamond Fibre............. 5.98 6 9%, 4% 0.49 
ee ere 6.38 5 1114 0.99 
International Harvester...... Me 37.97 40 624, 38 1.71 
Lima Locomotive................. 29.43 17 291 13% d0.64 
| ra 39.95 19 285, 17 1.14 
Pe IE. noc. ccc. 18.49 18 32% 16%, 1.05 
LL a ee 17.47 18 24% 17% 1.74 
to Ee ere 5.25 7 1314 6%, 1.40 
Ss «5 020043 i00% e805 19.75 8 13% % 0.17 
WOMMUUINR SS a5. 0002405050000 21.06 17 25 "15% 2.10 
today that somewhere, somehow, streamlining. Allison Engineering 


when the final bell is rung, we still 
will be doing business.” 

Partly on the earnings estimate 
and partly, no doubt, on the state- 
ment that the company can quickly 
get into position to manufacture its 
Buna rubber substitute in large 
quantities, the stock rallied and 
maintained its strength for several 
days after the meeting. 


Light Planes 


Pilots of the Civil Aeronautics 
Authority tried their best to put 
the new Ercoupe developed by En- 
gineering & Research Corp. into a 
spin—and couldn’t. It seems an 
ideal solution with its safe flying 
and safe landing features for the 
student training program. The com- 
pany hopes to step up production 
to one a day. Such planes can do 
more to stabilize the aviation in- 
dustry after war demand dies down 
than their contribution to flying 
stability. 

Also interesting in the aviation 
field is the development of a “pan- 
cake” motor by Aviation Manufac- 
turing Corp. Radial engines like 
those of United Aircraft and Curtiss- 
Wright have been the traditionally 
successful ones in this country, but 
they do not lend themselves to 


division of General Motors has de- 
veloped an in-line motor. But the 
pancake motor is as flat as its 
namesake and fits right into the 
wings, affording what seems to be 
the last word in streamlining. 
Meanwhile the whole industry is 
wondering when the completely 
practical plastic plane will be turned 
out in volume. With fuselage and 
wings molded in one piece, it should 
reduce costs to the point where fly- 
ing will become commonplace. As 
usual, the chemical companies stand 
to gain from this new development. 


Finance Company Dividends 


With Commercial Credit and 
Commercial Investment Trust con- 
tinuing to expand their receivables, 
earnings for both were larger in the 
first quarter than a year ago. How- 
ever, the market has not felt great 
confidence in their generous divi- 
dend rates, as indicated by the ab- 
normally high yields available. Some 
of these suspicions were verified 
when Commercial Credit recently 
reduced its payment to 75 cents from 
the dollar rate previously in effect. 
Lower profit margins on a larger 
volume of business are thought to 
be the result of increased competi- 
tion, particularly from banks. 








Offering Attractive Income 
at a Large Discount 


Bristol-Myers Will Remain a Leader in a Stable Field 


BY EDWIN 


Te antiiaiis which are subject to wide variations from 
year to year make the speculative mare go. But of far 
more importance to the investor who literally buys de- 
pendable income with his capital, and not the promise 
of stock market profits, is the ability of a company to 
earn and pay dividends at a consistent rate year in and 
year out, regardless of general economic conditions. 
Such a company is Bristol-Myers, the third largest 
manufacturer of proprietary drug products. 

Over the past thirteen years Bristol-Myers has shown 
earnings which have averaged close to $3 a share an- 
nually on its common stock. During that period the 
maximum variation in per-share earnings between the 
best and worst years was 57 per cent. For four years 
from September, 1929, to August, 1933, the company was 
one of the component organizations comprising Drug, 
Inc. Following the dissolution of the latter company 
in 1933, Bristol-Myers’ earnings have averaged $3.20 a 
share annually and the maximum variation between the 
best and worst years was 19 per cent. Merely by way 
of contrast, it is to be noted that in the same period 
General Motors, a company whose earnings are by no 
means exceptionally volatile but which are more sensi- 
tive to changes in general business conditions, earned an 
average of $3.34 a share on its common stock, but with 
a variation of 68 per cent between the best and worst 
years. 

With the exception of the years when Bristol-Myers 
was a part of Drug, Inc., for which no dividend data are 
available, the company’s stockholders have received 
dividends in every year since 1919. In the years 1934 
to 1939, inclusive, dividends were not less than $2.40 a 
share and in 1936 and 1937 they totaled $2.60. Revert- 
ing to the General Motors comparison; stockholders in 
the same period received dividends averaging $2.83 an- 
nually, but the annual variation ranged from $4.50 a 
share to $1.50, or 67 per cent. For the investor de- 
pendent upon the income earned by his capital, such a 
wide variation might prove extremely untimely, if not 
working an actual hardship in the lean years. 

The investment inducements in the form of stable 
earnings and dependable income afforded by Bristol- 
Myers capital stock recently have been made available 


A. BARNES 


at $40 a share, to yield an indicated return of at least 
6 per cent annually. 

Of that elite group of companies which over the past 
decade have displayed outstanding immunity to de- 
pression influences and the numerous other shackling 
conditions of that period, the great majority of them 
have one thing in common. This common denominator 
was a product which enjoyed a constant replacement de- 
mand, virtually indispensable to all classes of consumers, 
and which consumers were able to purchase without 
placing a strain on restricted budgets. Typical of such 
products were packaged foods, cigarettes, chewing gum, 
and home medicines and drugs. 

But the mere fact that a company produces and man- 
ufactures a popular product, popularly priced, is in itself 
no guarantee that all such companies and their stock- 
holders will prosper. The relative degree of success 
achieved by several companies in the same field is like 
several cooks using the same recipe. One will be able 
to turn out a gourmet’s delight, while another will con- 
coct something barely suitable for a roadside beanery. 

In the field of proprietary drug products it is no secret 
that manufacturing costs are comparatively low, and 
additionally favored by a steady demand, profit mar- 
gins are wide. It is hardly surprising therefore that 
the industry is highly competitive. The field is crowded 
with a myriad of small companies and private brands. 
Even the corner druggist compounds cough remedies, 
laxatives, etc., which he offers to his customers under 
his own name and pockets a nice profit. 

To survive this competition and to attain a top rank- 
ing position in the proprietary drugs industry, not to 
mention an impressive record of earnings and divi- 
dends, it is obvious that something more than the 
ability to manufacture tooth paste or shaving cream is 
required. Bristol-Myers has on its record ably demon- 
strated its ability to meet its competitors both large and 
small on their own terms. Moreover, there is ample 
indication that the company’s success has been the 
result of deliberate planning and skillful management, 
rather than any combination of fortuitous circumstances. 

Bristol-Myers’ principal products include Sal Hepatica, 
Ipana toothpaste, Ingram’s shaving cream and milkweed 
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cream, Minit-Rub liniment, Vitalis hair preparation, 
Mum deodorant, insecticides and Rubberset brushes. 
To every reader, at least two of these products are well 
known even if they are not to be found in his medicine 
closet. The reason they are not only well known but are 
used extensively throughout the United States and in 
fifty foreign countries is because the company has 
neglected none of the proven mediums of successful 
merchandising. Of these advertising is far and away 
the most important. 


Advertising Outlays Bulk Large 


Last year, according to Printers’ Ink, Bristol-Myers 
spent $2,053,442 for magazine advertising and $1,141,548 
for radio advertising. Together these two outlays 
account for nearly 25 per cent of the company’s total 
costs. If it were possible to break down the company’s 
outlays for newspaper and other advertising and promo- 
tional programs, as well as the cost of radio talent, the 
probabilities are that the total would run well over one 
third of the cost of sales. 

If this item of advertising appears disproportionately 
high, it is pertinent to point out that the company is 
not only compelled to spend large sums as a measure of 
competitive defense but that it can also well afford to 
do so. In the manufacture of proprietary drugs and 
toilet goods, the cost of raw materials does not bulk 
large, manufacturing processes are highly mechanized 
and the item of labor is an extremely small one. Last 
year, Bristol-Myers despite an increase over 1938 in 
advertising outlays, was able to carry to net operating 
income slightly more than 20 cents for every $1 of sales. 
Very few companies outside of this field have so large a 
margin of profit. 

Incidentally, Bristol-Myers’ margin of profit last year 
was slightly more than that of its nearest rival, Amer- 
ican Home Products the second largest factor in the 
field, but well under the percentage of 28.1 shown by 
Sterling Products, the largest manufacturer of proprietary 
drugs and toilet goods. On the other hand American 
Home Products and Bristol-Myers, earnings 35.3 per 
cent and 30.5 per cent respectively on their invested 
capital, made a better showing than Sterling Products 
which showed 20.9 per cent earned on its invested 
capital. 

It will be recalled that previous reference was made to 
advertising as a competitive defense measure. Indica- 
tions are that among leading manufacturers of proprie- 
tary drugs and remedies it is precisely that and not a 
means toward increased profits. Although profit margins 
are still high, as well as adequate from the standpoint of 
dividends, there has been a steady downward drift for 
nearly ten years. In 1930 the average margin of profit 
for the industry was well above 30 per cent. Last year 
it was about 20 per cent. Increased advertising expendi- 
tures have helped to support and in some instances 
increase sales but as a means of enhancing profits it 
would appear that a practical limitation to their effec- 
tiveness has been reached. 

Competition has also tended to force lower selling 
prices and thus contributing further toward a lower mar- 
gin of profit. In the past there have been occasions, 
particularly during periods of restricted public pur- 
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chasing power, when retail price cutting of toilet goods 
and drugs has attained major proportions. More re- 
cently, however, manufacturers have been somewhat 
relieved of the pressure to lower prices as a competitive 
weapon by the enactment of fair trade laws in many 
states. The ultimate success of these laws in accomplish- 
ing their purpose, however, is not yet assured. They 
have encouraged large retailers to develop private 
brands and consumers have a natural antipathy toward 
price-fixing. The matter of forcing compliance with fair 
trade laws on the part of retailers is a rather formidable 
problem in itself, and, favored by adequate finances, the 
larger manufacturers such as Bristol-Myers have a de- 
cided advantage over the smaller units. 

The enactment of the Robinson-Patman Act in 1936 
has likewise aided manufacturers of such highly com- 
petitive merchandise as proprietary drugs by the elimi- 
nation of special discounts and advertising allowances. 
No longer under the pressure to grant unusual discounts 
to large purchasers, manufacturers have been able to re- 
strict appreciably retail price-cutting and other disrupt- 
ing practices. 

While crediting Bristol-Myers on the one hand with 
an excellent record from the standpoint of stable earn- 
ings, on the other hand, the company’s growth factor 
for all practical purposes may be said to be non-existent. 
The company’s field is not one which holds out much 
promise of future expansion, apart from such growth as 
may result from increasing population. Increased pub- 
lic purchasing power or greater competitive gains may 
contribute to a larger sales volume for the company over 
the next several years, but any marked growth will in all 
probability result only if the company profitably ex- 
pands its line of products or adds to its corporate stature 
through the acquisition of other going concerns in the 
same field. Possibly the war may impart some impetus 
to foreign demand for the (Please turn to page 324) 
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6 Selected War Beneficiaries 


Sound Companies Which Will Figure Importantly 


In Our Expanding Armament Program 


BY THE MAGAZINE OF WALL STREET STAFF 


Crucible Steel Co. of America 


Crucible Steel was best known during the first world 
war for the production of armament. At the present 
time it still makes military specialties but its interests 
have become widely diversified to the point where it is 
now among the leaders as a producer of specialty steels. 
The company is fully integrated and has a primary metal 
capacity of about: 1,400,000 tons of pig iron, basic steel, 
electric steel and crucible steel ingots. Crucible steel 
production is by far the smallest, about 80 per cent of 
the company’s output of basic steel being open hearth, 
15 per cent electric and the remainder crucible steel. 
As a large producer of alloy steels, high grade carbon 
and speed steels, the company’s customers include a 
broad cross section of general industry with no one group 
constituting the largest buyer. Fairly good activity in 
the automobile industry and sustained high rates of 
activity in the airplane and tool making industries are 
currently favoring the company’s prospects for the near 
term. A bond issue of $10,800,000 due in 1948 and 
$800,000 of subsidiary bonds precede 238,800 shares of 
7 per cent dividend, non-callable preferred and 445,198 
shares of $100 par value common stock. A sinking fund 
which begins to function this year is expected to retire 
half of the bond issue prior to maturity. The bond 
indenture prevents dividend payments on the equity 
shares when net current assets are below $19,000,000. 
This amount may be reduced to the extent of $3,500,000 
by the addition of new plants and facilities to those 
which existed when the indenture was written. At the 
close of last vear, net current assets were $21,109,000 
and the asset ratio better than 4 to 1. Although the 
company expended $4,336,735 in maintenance and re- 
placement of which more than half was charged to cur- 
rent operations, cash declined less than $400,000 from 
1938 and inventories—mostly alloys obtained from 
abroad—rose $4,200,000 to $17,781,306 and receivables 
were up about the same amount. Arrears on the pre- 
ferred stock, which amounted to about $37.25 a share at 
the close of last year, are expected to be adjusted some 
time during 1940 according to official reports. 

The possession of a fairly large inventory of hard-to- 
get alloy material places the company in a preferred 
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position to benefit from the still increasing demand for 
tool steels and special alloys for ordnance airplanes and 
machine tool makers. 


Lockheed Aircraft Corp. 


Lockheed Aircraft Corp. produces both military and 
commercial planes although the heaviest accent is upon 
the military product. Last year the company produced 
356 planes of all types of which 290 were reconnaissance 
bombers, 12 were light patrol bombers and 54 were com- 
mercial, corporation or privately owned transports. Of 
the reconnaissance planes delivered in 1939, 250 ships 
were for the British Air Ministry and completed an 
order placed in the summer of 1938. As of March 1, 





A rotary bar straightening machine in operation in one of 
Crucible Steel's many plants. 
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1940, Lockheed’s backlog of unfilled orders amounted to 
$57,350,865 as compared with about $46,000,000 at the 
close of 1939. Of the current order backlog, about 
$39,748,690 was from foreign sources, $7,513,492 for 
domestic military purposes and the remainder—$10,088,- 
682—was for commercial and private equipment. Among 
the commercial orders were included one for 50 of the 
company’s new 14-passenger Lodestar transport. Despite 
the fact that completion of the British reconnaissance 
plane order often involved the production of two com- 
plete planes daily, output in the first quarter of the cur- 
rent year averaged about 25 planes a month. The man- 
agement indicated that the inability to secure sufficient 
engines made this relatively slow pace of production 
necessary but also stated that this condition was ex- 
pected to be remedied soon as the increased facilities of 
the Eastern motor builders became effective. 

Vega Airplanes Co. is a partially owned subsidiary of 
Lockheed and does some engineering work for the latter. 
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Wide World Photo 
Lockheed assembly line of bombers for Britain. 

In order to finance its increased volume of orders the 
company has had recourse to the sale of common stock. 
An issue of 112,454 shares in March, 1939, netted the 
company $3,148,712 while on January 22, 1940, the sale 
of an additional 225,000 shares of common stock pro- 
duced $5,737,500. The latter sale brought the amount 
of common stock outstanding up to 1,000,000 shares and 
the management at the time of the last offering indicated 
that no further stock financing would be necessary to 
handle orders: then on hand or contemplated. First 
quarter production was close to $9,000,000 in value and 
the company earned approximately $1 a share on the 
1,000,000 shares of common stock now outstanding. This 
was considerably better than the results in the similar 
period of 1939. At the close of last year the company 
was in a good financial position with current asset ratio 
of approximately 114 to 1. This position has since been 
improved through the addition of the proceeds of financ- 
ing completed earlier in the year. Since March 1, the 
company has reported nearly $7,000,000 of new orders 
intended mostly for foreign use. At current levels, the 
market price of the stock is about 30 per cent under its 
1940 high and it is selling at approximately 8 times poten- 
tial earnings for this year. 
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Courtesy Bendix Products Division 
Undercarriage, struts, streamlined wheels, brakes, by Bendix. 


Bendix Aviation Corp. 


As a manufacturer of essential parts for automobiles 
and airplanes, Bendix is practically certain to garner an 
extensive share of war orders. As motor vehicles of all 
types are now designed, Bendix has at least one part 
in each machine and in the case of the airplane—while 
the proportion is not quite so large—a large part of 
the motors manufactured for airplanes contain some 
Bendix material. 

Despite the indication that Bendix Aviation Corp. is 
primarily interested in the airplane industry, better than 
half of the company’s sales are made to the automobile 
manufacturers. This represents a distinct change in the 
allocation of sales for it is only within the last two years 
that airplane material sales represented much more than 
30 per cent of the whole. Increased demand for airplane 
motors and machines should serve to stimulate the de- 
mand for Bendix products but it will be from the makers 
of tanks, trucks and other similar vehicles that the great- 
est benefits from the earlier demands for war materials 
may be expected. 

Sharply better business in both the automobile and 
aviation industries aided Bendix in reporting earnings 
of $2.14 a share of common stock last year as compared 
with $0.07 a share for 1938 and $1.07 a share in 1937. 
The rate of gain has continued into the first quarter of 
the current year with earnings of $0.92 a share of com- 
mon stock being reported as compared with $0.49 a 
share in the previous year’s initial quarter. For the 
twelve month period ending March $31, 1940, Bendix 
reported earnings equal to $2.57 a share as compared 
with $0.83 a share for the similar twelve-month period 
ended March 81, 1939. 

The last of the original $5,000,000 314 per cent coupon 
debentures issued in 1938 were retired last year and at 
the 1939 year end there were neither funded debt nor 
bank loans ahead of the 2,097,663 shares of $5 par value 
common stock. At the annual meeting on April 11, 
1940, the stockholders approved a plan to issue not more 
than 65,000 shares of common stock at an option price 
of $30 a share over a three-year period to the company 
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executives and key employees. Cash position at the 
year end was reduced somewhat by the retirement of the 
remaining funded debt but cash on hand at that time 
amounted to nearly $3,430,000, about 66 per cent of total 
current liabilities and appeared ample for the company’s 
purposes. 

Despite the fact that the company’s shares offer 
ample participation in two dynamic industries, the 
market value in recent weeks has fared no better than 
that of the others of its type. At current levels, while 
not at the absolute low for the year, it is nevertheless 
substantially below its 1940 high and is selling at a low 
price earnings ratio. Not only should the company’s 
earnings benefit from proposed rearmament plans but 
the market values of the shares should also register con- 
siderable betterment after the initial shock of recent 
events abroad has been overcome. 


Grumman Aircraft 


Grumman Aircraft, as a specialist in U. S. Navy and 
Coast Guard aircraft, is already participating in the 
benefits which are expected to accrue to certain manu- 
facturers from the enlarged armament plans of the 
United States. Until comparatively recently Grumman 
depended almost wholly upon Government orders for 
its business but the company now makes some com- 
mercial craft and machines for private use. Most of 
these machines are amphibians, a product in which 
Grumman excels. The sale of complete planes accounts 
for about 70 per cent of the company’s billings; the 
remaining 30 per cent being for spare parts and miscel- 
Janeous materials. Grumman makes no engines. When 
contracts call for complete planes, the company powers 
its ships with engines made by any of the large engine 
builders, according to specifications. While the planes 
are all assembled at the company plants, some of the 
parts are farmed out to other producers although the 
company’s facilities for production of its own plane parts 
are being rapidly expanded. Grumman has recently been 
reported to be experimenting with a new shot-weld 
process for making fuselages. This is much the same 
principal as that employed in the welding of streamlined 
railroad passenger cars. While the invention is said to 
be of French origin, Pullman, Inc., is reputed to control 
the American rights to the process. A new twin engined 
Navy fighter has been developed which is claimed to be 
capable of top speeds in excess of any fighters now in 
action and is said to be able to outclimb and outshoot 
any ship of similar type. 

While 1939 was perhaps the most profitable year since 
the company’s inception, indications are that this year’s 
results will be even more satisfactory. Order backlogs 
which amounted to $5,200,000 at the close of 1939, rose 
to $6,000,000 at the end of the first quarter and are cur- 
rently approximately $9,500,000. On the basis of last 
year’s billings the current backlog would be equivalent 
to two year’s work were it not for the fact that plant 
facilities and output will be expanded as rapidly as time 
will allow. It is probable, however, that new orders will 
continue to exceed shipments for some time to come. 

Grumman is a relatively small company but it is. in 
excellent financial condition. At the close of last year 
cash of $814,060 was but slightly lower than total cur- 
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rent liabilities of $832,664 which included $428,397 of 
deposits on uncompleted contracts. Net working capital 
of $1,401,629 was apparently ample for the company’s 
needs since it represented an increase of nearly $280,000 
over the previous year. During 1939, the equity of the 
common stock—the sole capital obligation of the com- 
pany—increased $0.90 a share to $4.06 from $3.16 at the 
close of 1938. 

Despite the excellent outlook for the company the 
shares have not been spared in the recent market reverse 
and are now selling well below the recent 1940 high of 
25%. Current market prices would seem to place a very 
modest value upon the common stock of this well favored 
airplane manufacturing company. 


American Locomotive Co. 


During the last war the American railroad equipment 
industry provided a substantial amount of the shells 
and other war materials needed. At the outset consider- 
able material was manufactured for the Allies and at a 
later date, for the U. S. Government itself. Of the rail- 
road equipment makers who sold the greatest amount 
of war materials was American Locomotive Co. whose 
sales were only second in volume to those of Baldwin 
Locomotive. During the entire war period Alco’s sales 
totalled more than $150,000,000 of which about $13,- 
000,000 accrued to net. This sum was equivalent to 
about ‘$13 a share of the common stock as it is now 
constituted and while it is only an annual average of 
about $3 a share for the period, about $5,900,000 was 
netted in 1917 or the equivalent of $4 a share in that 
one year. 

Most of the machinery that served the Allies so well 
in the last war has been scrapped or has become obsolete 
in the elapsed 23 years but the experience is still there 
and Alco could quickly adapt itself to mass production 
again if called upon to do so. In fact the last annual 
statement indicated that Alco was already working on 
munitions when the Chairman said “Your company has 
participated in the preparedness campaign promoted by 
the United States Government and is now filling sub- 
stantial orders received from various departments of 
the Government.” 

In the past, the management of Alco has realized the 
“feast or famine” character of the industry and has made 
strong efforts to diversify products. To this end much 
revision of facilities and personnel has been necessary 
and the process is now said to be complete. Alco can 
now participate actively in supplying ship-building ma- 
terials, chemical and oil refining plant equipment and 
armor plate for tanks or military railroad equipment. 
This in addition to the normal railroad equipment and 
an excellent line of Diesel engines for railroad, stationary 
and marine purposes. 

Ample cash and a generally strong financial position 
favor the company whose current asset ratio at the 
close of the year was approximately 6 to 1. Although 
common stock earnings in the recent years were unsatis- 
factory it is probable that this year’s operations will 
be profitable and if preparedness plans continue, earn- 
ings should continue to do better. Accruals of about $42 
per share of preferred stock may retard the common’s 
participation in dividends (Please turn to page 320) 
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Under leadership of phenomenal contra-sea- 
sonal! expansion in Steel operations the nation's 
per capita volume of Business Activity has 
risen since our last issue to around 95%, of the 
1923-5 average, thereby retracing nearly half 
of the first quarter's recession. Among the 
eight components of this Publication's Business 
index, Lumber shipments and Cotton Cloth pro- 
duction are the only laggards—the former peld 
back by a flattening out in the volume of new 
orders, and the latter reflecting planned curtail- 
ment for the purpose of reducing rather bur- 
densome inventories. For the month of May 
per capita Business Activity averaged about 93, 
compared with 89.1 in April and 84.0 for May 
of 1939. Without adjustment for population 
growth our May index was 108, probably a close 
approximation to the Federal Reserve Board's 
seasonally adjusted index of Industrial Pro- 
duction, compared with the April figure of 
104 for both indexes. 

* * * 


Some slackening in purchases of consumers’ 
goods has been reported during the past fort- 
night, consequent upon the drop in securities 
and agricultural ps but the lull will be tem- 

rary if the war continues. Such ephemeral 

uctuations are of small significance in the 
broader business picture just now when 


(Please turn to following page) 
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Ba Rk ee Yel PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (a)| Apr. 102 104 92 (Continued from pose 305) 
INDEX OF PRODUCTION AND - : 

TRADE (6)................... Apr. - 86 87 81 compared with the urgent and mounting scramble 
RR Ie Rar an Apr. 86 87 19 for capital goods instigated by war abroad and our 
SOR ER a Ne ae Nt At: 73 15 64 own acute need for defense against its conse- 
Nii ieehle Teme... 5... 65 Apr 93 94 87 quences. Allied purchases of iron and steel in 
Primary Distribution............ Apr. 82 82 | this country are running at the monthly rate of 
Distribution to Consumers....... Apr. 92 92 90 500,000 tons, eg sgh during ee Me their 
Mi ONS OS Gate 4 joint expenditures here have exceeded $1,200,- 

cohenones sevice Oe no vid tes 000,000. For the month of April, new orders 
WHOLESALE PRICES (h)...... May 78.4(pl) 78.6 76.2 booked by oe ete we pe = larger 
ez than a year earlier, while wholesale sales rose 
INVENTORIES (n. i. ¢. b.) 11%. Manufacturers’ inventories on May 1st 
Raw Materials oy isl ae rea Bo Feb. 95.7 97.0 104.8 were at the same level as on April 1st, and 18% 
Semi-Finished Goods.......... Feb. 87.7 84.6 117.0 above last year. Dividends declared during May 
Finished Goods........--.--+- Feb 109.7 109.9 101.0 were 20% more liberal than a year earlier, against 
COST OF LIVING (d) a five-months' rise of 15%. 
ERNEST ee aa Apr. 85.9 85.5 85.0 
OS ES RGSS as 2 Ra Apr. 719.9 78.8 78.2 np a oe 
PARONRG Sos 0's Ook 6 Sasa be 0 : ; : 
Clothing 6 UE RS oe a a os < April exports were 25% above last year in 
Fuel bad Lteltsoia ics. csecde Age. 85.4 85.8 85.9 quantity, and increased 40% in value owing to an 
NEE a REO SO aE Act. 97.0 96.9 96.7 average rise of 12% on goods exported. Though 
Purchasing value of dollar....... Apr 116.4 117.0 117.6 domestic wholesale prices are up only 2.7%, 
the comparison does not warrant a conclusion that 
NATIONAL INCOME (cm){.../ Ap: $5,906 $5,938 $5,654 we are profiteering on foreign trade. A more 
we likely explanation of the discrepancy in price 
CASH FARM INCOME} levels is the larger proportion of costly war ma- 
soar en Gok Debeiaite Rights - ond rs — ere - airplanes—in current shipments, 
Total, First 4 Months........... 1940 A) beastie oe 2,341 spur asec iee 
Prices Received by Farmers (ee)..| May 98 98 90 ADR ane 
Prices Paid by Farmers (ee)..... May 123 123 120 
Ratio: Prices Received to Prices Income received by individuals during April 
s y individuals during Apri 
Pate (OB oo. vad tes obs oe May 80 80 75 came to $5,906 millions, an increase of 4.4% 
FACTORY EMPLOYMENT (f) over the like period in 1939 compared with a rise 
ial (ied Apr. 95.0 95.9 83.9 of 5.3% for five months. Labor's share of the 
RES ASC Pigg all la : : { April total, including relief and social security 
se Am. ssc ie ea benefits, amounts to $3,960 millions, or 67%. 
FACTORY PAYROLLS (f)..... Apr. 96.4 98.2 85.5 Income paid out in April was only 86.5% of 
(not adjusted) ‘ disbursements for the like month of 1929, com. 
" pared with a ratio of 89.5% for income pro- 
eae reshe Sales (F 600 50 duced as measured by The Magazine of Wall 
spartanens stove es (f)....+.- May 87.0 9. 85. Street's index of Business Activity without ad- 
ee oy a (S)..-----+-.. Apr. 115.0 115.0 ys justment for population growth. The difference, 
ariety store Sales (g)..--+--+. Apr. 119.0 119.0 114.3 3%, is a measure of business savings for the month. 
Rural Retail Sales (j)....-.-..-. Apr. 125.4 136.6 130.8 In dollars this amounts to about 200 millions. The 
Retail Prices (s) as of........... May 1 92.8 92.8 89.1 National Industrial Conference Board estimates 
FOREIGN TRADE employment in April at 45,962,000, and unem- 
Merchandise Exports t oP eae ea Apr. $324.0 $351.3 $231.0 ployment at 8,981 ,000. If $10 billions a year 
Cumulative year's totalt to...... Aer20 1,301.8:  ...... 930.4 were spent on home defense, on top of the current 
Merchandise Importst.......... Apr 212.9 216.7 Sama: | 00 promornen 8 Doe unemployment 
: H * : ; a2 would be reduced by about 6,566,000, leaving 
Ronuulive yore tetel} to... .. - Apt. 20 Be st se ida only 2,415,000 out of work. Allowing for 
RAILROAD EARNINGS privately financed collateral activities, such as plant 
Total Operating Revenues*..... 1st 4mos.$1,307,422  ...... $1,179,891 expansion, stimulated by such a huge defense out- 
Total Operating Expenditures*®..|1st4mos. 992,272 ...... 921,547 lay, the baffling problem of unemployment would 
MOET ieee bien os pve eae 1st4mos. 122,849 ...... 113,852 be virtually solved, as it has been by like means 
Net Rwy. Operating Income*...|1st4mos. 148,930 ...... 101,284 in totalitarian countries abroad. Modern tech- 
Operating Ratio%............ 1st 4 mos. Tees Seek as 78.10 nological progress not only permits, but, failing 
Rate of Return %.............. 1st 4 mos. ae Vee ee 1.56 adoption of a more sensible remedy for unem- 
ployment, practically compels the extablishment 
2... (k).| Apr. $135.4 $272.2 $330.0 and maintenance of a vast military machine. And 
Selected for Appraisalt........ Apr. 128.2 114.0 a a ee See ele 
Accepted for Insurancet........ Apr. 76.9 63.6 64.9 ees 
Premium Payingt.............. Apr. 47.7 46.2 46.2 
aE 2 Building permits granted in April were 25% 
ser « care (c) A 97.8 89.0 16.6 above last year, compared with a 1% decrease for 
New York City ; Petra airasy + — 48 o146 ‘27 four months. Of recent months there has been a 
Wwaegeet a 1996 1106 95.3 gratifying increase in demand for used houses, 
Ea blstcs 5 Gate ele tn Pf : : , and a notable drop in the number of foreclosures. 
Engineering Contracts (En){..... Apr. 211.8 179.8 240.7 
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term trend. (c)—Dun & Bradstreets. (cm)—Dept. of Cc 
Dept. of Agric., 1924-29—100. (ee}—Dept. of Agric., 1909-14—100. (En)—Engineering News-Record. 
Chain Store Age 1929-31—100. (h)—U. S. B. L. S. 1926—100. (j)}—Adjusted—1929-31—100. (k)}—F. W. Dodge Corp. (m)—lron 
Age. (n)}—1926—100. (n. i. c. b.)}—Nat. Ind. Conf. Bd. 1936—100. (p)—Polk estimates. (pl)—Preliminary. (r)—Revised. (Ry)—Rail- 





ce esti 


of incame paid out. 


Ingot Production in tons*....... May 4,841 3,975 3,295 Reflecting i : ve 
: baa ’ ' g in part the recent drop in securities 
Pig lron Production in ow. .| May 3,514 3,137 1,924 and agricultural commodities,daily average retail 
e. Shipments, U. S. Steel in tons*..) May 1,084 908 196 sales of a s during the second ten-day 
a period of May were only 16% ahead of the like 
a interval last year, compared with a 25% increase 
eran for the first twenty days. Since retooling for next 
Pe NOH 85a REO RS Apr. 432,746 423,620 337,375 season can be completed within a few weeks from 
Total 1st 4 Months............ 1940 1,692,677 ——....-. 1,354,709 now, the industry could go into mass production of 
reac Con U.S.) hos 365,000(pl) 319,371 269.335 oo ere blocking the introduction 
’ . 4°) Pee ee . ’ ’ ’ " 
Haale AF S.No Soc ss «oss hime: HGR $3003 6903 °° 
| PAPER (Newsprint) ae | Pe wth a 
Production, U. S. & Canada* (tons).| Apr. 355.2 336.4 298.2 | . F F : 
Shipments, U. S. & Cenada® (tons).| Apr. 3 es Se | ee ee 
Mill Stocks, U.S. & Canada* (tons).| Apr 231.2 298.6 232.6 | ton st r ene 
aa liad Pr. ; ‘ ‘o | tion staged an increase of 31%. Proposed in- 
‘ | crease in Federal taxes will add about 20c a quart 
oon ig 2 ‘- 0.304 | to the cost. On cigarettes, the increase will 
Pro uction, Ga fi Bathe sie een aot eS ee 11,223 10, 8,513 | amount to 1¢ a pack. Manufacturers will have to 
Withdrawn, oe. CRS See ae F Apr. 5,193 6,469 5,728 | absorb these taxes or else suffer from diminishing 
ee eae Apr. 30 477865 473,278 477,136 | consumption. 
GENERAL a ae 
Paperboard, new orders (st).......| Apr. 480,250 392,794 347,575 Neri Acnisicen sthele ol anieamel 
; J s J y print on May 
ownage hy es R ’) -++| Apr. 93.4 93.4 61.2 1 were still 14% larger than a year ago, compared 
ged + a etenaseclie dewcrmtinat) 5 M 90 50 | with a rise of only 2% in consumption; but ad- 
ee SRS dhe tes oan ies ha ab 9.081 1.819 9 Pd vancing prices for pulp and kraft paper reflect the 
Boe wr: Me age wet meet eed oe” tr ate threat of an approaching shortage. For the first 
Eeasme Piodaciont..:<....-| Aen 14920 13,081 12.969. | Sate in vests, Cmaps ts Gldag seetential quand 
Bituminous Coal Production * (tons).| May 35,468 32,962 17,927 ees v2 primar rat saat iar Brg car 
Portland Cement Shipments * (bb'ls)} Avpr. 10,829 7,715 9,654 E | , S b 
Commercial Failures (c)........... Apr. 1,291 1,197 1,331 ee ne 
WEEKLY INDICATORS 
Latest Previ Y 
Date Week Week a PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS ‘ ss 
ACTIVITY 1923-25—100...... June 1 95.3(pl) 93.8 83.4 Electric power output holds close to record 
levels for this season and is running currently 
ELECTRIC POWER OUTPUT about 10% above last year. Production for pub- 
FT oh |, Rep eiapeueebetarer peek ante marge June 1 2,332 2,449 2,114 lic use during April showed an increase of 12.4%. 
Leaders of the industry state that current capacity, 
ee J 1 639.196 687,490 563,309 with contemplated additions, will be ample for 
MONdiNgs, (Plal......+---+-+--- yen , ! / National defense. Decision of the SEC to dis- 
ey rata Ree Rice Te Re ies TARE peas : isa ates 30,299 close its own tentative plans for reintegration of 
Gea Oipdeh, sk ccae, june 38963 34665 «97,350 panne Coenen Smee Sy ee ee Pe 
Manufactuting & Miscellaneous....| June1 257,175 279,434 230143 | “* ” We" Tecelved. 
a ee RS Seer pane ber ‘June 1 130,439 148,906 = 133,320 | er a: 
Steel operations are expanding rapidly in re- 
oa oie aig (m) J 4 99.61 99.61 6 | sponse to a great inrush of orders from both 
Sen ina ypwevar se am tatd tahalalis tated pom 4 8.58 ; 20.61 foreign and domestic sources, and it is being freely 
er $ per rete it ta Aaa oat di stn 4 bps: 18.17 14.58 predicted that capacity operations will be reached 
Finished ¢ per Ib. (m)............ une 261 2.261 2.236.) dis eusmer and hold bee chien Ok tha eee. 
STEEL OPERATIONS Dealers and users in this country fear that it will 
% of Capacity week ended (m)....| June 4 80.5 74.0 53.0 become difficult to obtain prompt delivery when 
the Government's defense program gets into full 
CAPITAL GOODS ACTIVITY swing and efforts to build up inventories are remini- 
(m) week ended................ June 1 75.1 76.3 57.9 scent of the scramble last September following 
PETROLEUM declaration of war in Europe. 
Average Daily Production bbls.*../ June 1 3,749 3,836 3,559 pay 
Crude Runs to Stills Avge. bbls.*..| June 1 3,650 3,580 3,423 : : 
Total Gasoline Stocks bbls.*. ..... jet 100088 WeaeT. §eapte |. ene eae ones te ee it 
Fuel Oil Stocks, bbls.* hiee't 15.448 14, 166 81.868 | dustry will probably average a little better than for 
Cude—) Nid-Cont $ | te bbl age Sian 5 1 092 1 09 ‘ o9 | the like period of 1939; but are likely to fall at 
Ciatha>-sSaialiansitiale 5 one bbl... : : ae 1.98 1.98 148 | least 30% below first quarter profits which reaped 
Gasoline—Refinery $ per gal...... June 7 0614 .0614 061/4| the benefit of record demand for fuel oil. 
t—Millions. *—Thousands. (a)—Federal Reserve 1923-25—100. (b}—Federal Reserve Bank of N. Y. 100%—estimated long 


(d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
(f)}—1923-25—100. (g)— 
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way Age. (s)—Fairchild Index, Dec., 1930—100. (st)—Short tons. 
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Trend of Commodities 


Taking their cue apparently from the securities markets, 
commodity prices over the past fortnight appear to have 
establi at least a temporary base. That is to say, how- 
ever, that fluctuations have held within a narrow range by 
contrast with the drastic declines which occurred in mid-May. 
Such recovery as has subsequently taken place, on the other 
hand, has been mild, and without any noticeable stimulation 
from bargain hunters. The liquidation of a substantial 
speculative position in the majority of more volatile com- 


modities has improved the technical position of the market, 
Of special significance, are indications that industrial buyers 


may liberalize their inventory policies, judging from the tenor 
of recent news dispatches 
Purchasing Agents. Even this policy, however, may not 
immediately mitigate the numerous cross currents which will 
continue indefinitely to shape the trend of individual com. 
modities. Meanwhile, inflationary aspects of war may con. 


tinue dormant. 





the National Association of 


U. S. DEPT. OF LABOR COMMODITIES INDEX 1926=100 


High 

- 124.2 

im Commodities 132.9 
Domestic Commodities.... 118.7 





1940 
May 31 
110.0 


108.4 


108.5 


1940 


U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


June 7 
112.5 
105.9 
113.4 


112.7 
107.0 


107.0 112.3 























Latest 


Previous 
Wk. or Mo. Wk. or Mo. 


PRESENT POSITION AND OUTLOOK 





COTTON 


Price cents per pound, closing 


Spot 
(In bales 000's) 

Comiion 0. S55), 60055 cxviewes 
Exports, wk. end 

Total Exports, season Aug. 1 to.... 
Government Crop Est. (final) 
Active Spindles (000's) 


9.78 
8.69 
10.43 


623.9 
59.5 
5,823.3 
11,817 
22,301 


9.59 
8.99 
11.21 


626.3 
65.4 


22,555 


8.49 
9.98 


543.2 
16.4 
3,149.7 

11,943(ac) 
22,193 





WHEAT 
Price cents per bu. Chi. closing 


Exports bu. (000's) since July 1 to. 
Exports bu. (000's wk. end 

Visible Supply bu. (000's) as of . . . 
Gov't Crop Est. bu. (winter) (000's). . 


80 


2,827 
93,847 


8 
8 
1 139,511 
1 
1 
1 488,858 


805% 


81% 
8214 


136,684 
4,729 
95,345 
459,691 


15% 
155, 
129,368 
4,309 
60,151 
563,431(ac) 





CORN 


Price cents per bu. Chi. closing 


Exports bu. (000's) since July 1 to. 
Visible Supply bu. (000's) as of ... 
Gov't Crop Est.fou. (000's) (final). . . 





June 8 
June 8 
June 1 26,185 
June 1 23,639 
1939 2,619,137 


62% 
61% 


26,092 
25,851 


61% 
60% 


51° 

5214 
68,407 
33,127 


2,562,197(ac) 





Cotton. Toward the close of last week cotton 
prices firmed on rumors that new exchange regula- 
tions were being contemplated in Great Britain 
which would eliminate entirely the market for 
“free” sterling. Pounds sterling rose sharply. 
Any increase in sterling would mean that cotton 
would be proportionately cheaper to British spin- 
ners. The response marketwise, however, was 
hardly spectacular, buyers apparently being more 
conscious of the prospective curtailment in exports, 
reduced mill activity as textile buying declines, 
and doubt as to the possible action by the Govern- 
ment with respect to the cotton loan and export 
subsidy program. 

* 

Wheat. With prices hovering near the pegged 
minimum (7814 for September) trading interest 
subsided noticeably. The war, and its potential 
bullish implications on wheat, if prolonged, as 
well as the poor European crops, have temporarily 
lost their market potency, being apparently over- 
shadowed by the phenomenal improvement in 
winter wheat prospects. 

* 


Corn. The possible reversion of considerable 
Argentine corn to domestic markets in the East, 
as a result of restricted European demand and huge 
supplies, has led the AAA to request the im- 
position of import quotas. 


* * 
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; Fe nce per lb Copper. Bolstered by renewed buying in- 
MU DG MNEMIC. ev sinc esse ccc ee June 8 11% 11% 10 | terest, both domestic and export, copper prices 
ation of a Exports't. SAREE,” RA taia' 11% NS ae ee have displayed firmness at 11.50 cents. Supplies 
ay Not | Refined Prod., Domestic*......... Apr 90,064: 96.803 58,360 |. 1 mamma pan tee Cont snd paces ee 
rich will | | Refined Del., Domestic®.......... Apr in Bie SEAN | ON ee eens fee ihe 
al comm | Refined Stocks, Domestic*........ Apr. 30 169,120 159,795 332,513 pas Se tga x Sigs ere 
a ° Res 41,701 ; 
ey cone Cone Seen, Hennes per —— ii hod det were raising zinc alloy prices. Great Britain, for 
¢ TIN the first time, has entered the domestic market for 
SET Price cents per Ib., N. Y.......... ead & - 59075 SSR 48.65 | an inquiry for 25,000 tons and the U. S. Navy is 
| Tin Plate, price $ per box......... June 8 —-5.00 5.00 5,00 | ‘auiingfor 3,427,000 pounds. Domestic con. 
77] ‘| World Visible Supplyt as of ...... May 28,873 32,149 33,715 ps8 og June is expected to be at the best 
ah m U.S. Deliveriest..............4. May 7,905 7,855 5,905 peeponte va uabaeee vec, STR mae" 
: U. S. Visible Supplyt as of....... May 31 21,625 aston ee Tin. Bookings were quite sizeable at the start 
49 ‘ LEAD of the month but interest in recent sessions has 
i Price cents perlb., N. ¥ Junes 5.00 5.00 4.75 quited down. Prices were little affected by the 
TD U.S iis Hate 2th ORC G we: 35 343 48.400 39.950 sharp advance in Sterling. Tin bills have for some 
si U.S. Mista. 555.002. cakes ai 46 563 46.353 37903 time been settled at the official Sterling rate. 
i Oe SUE gece ceccceecnas . P ’ ’ a * * 
: Stocks (tons) U. S., as of.......... Apr. 30 63,461 74,692 123,394 sisi: ‘Seales dias aia kmail ok 
Ss 
Ex] | ZINC the buying side and daily sales quotas are being 
| <P Gg a haat 6.95 6.00 4.50 promptly exhausted. Prices have held firm. 
Am LER Preeet (os 6. e sic'eic 3s May 52,979 54,601 42,302 n D d : d , 
U. S. Shipments*...........2.45. May Sia 6S ae | Qe ee oP ee to ee ee 
# rices were advanced and may go further. Ex- 
+ Stocks OP BET late Olt ab ores May 75,036 81,234 133,075 pest: laeeit is ein. Senda all inden, ‘dee 
a |SILK clined 6,198 tons in May; shipments rose 12,199 
PE Sy ey er Oe ae Sea 9.66 2.77 2.601% tons; and production was off 1,622 tons. 
Bi Mill Dels. U.S. (bales)... ....... Apr. 21,740 21,685 27,802 Caen 4 m 
“ee ae Rayon. Deliveries in the first five months of 
L Visible Stocks N. Y. (bales) as of..| Apr. 30 42,698 45,887 20,738 ae aniaiat yeu sete thin boloeed tne eine 
— RAYON (Yarn) record. Producers supplies are small and fabrica- 
Price cents perIb................ June 8 53 53 51 tors’ demand are large. ie 
nace packet a FRAN Si ob 31 4 seg os Wool. Entrance of the Government with plans 
ee ee wenn Sheers * ea 0 § y j : i for large scale buying for defense has awakened 
WOOL private buying interest. It is estimated that 
; Government cloth requirements will consume 
Price cents per Ib. tops, N. Y...... June 8 1.02 95 .85 
si GOmeMMNNION (8). s «5 60.0 0s 00 5s'e's April 21.4 26.7 22.7 about 47,600,000 Pounds of wool annually. 
E HIDES Hides. Trade reports indicate that recent re- 
——| | Price cents per Ib. No. 1 Packer...) June’ 8 1014 101% 11 tail demand for shoes has been in excess of pro- 
Visible Stocks"(000's)"as of ....... May 1 12,496 12,581 12,995 | duction. As a consequence tanners have ac- 
cumulated nearly 1,000,000 hides during the past 
IK No. of Mos. Supply as of . oe. May 1 TA +79 da three weeks. Statistical position continues emi- 
Boot and Shoe Production, Prs.*...| Apr. 31,019 34,551 33,058 nently favorable. 
a * * 
| RUBBER ‘ : 
ees é Price cents per Ib............204- June 8 = .2175 .2200 1652 Rubber. Cancellation of previous rubber 
gula- Sancaie 45. 6 yee 10,699 59.958 32.031 contracts payable in guilders is thought to be immi- 
ritain ba ‘ tic 4 U. s+ Se er en a. 50 1 03 50.199 45.268 nent. This would release much of the rubber now 
t for Stocks U. 2 ape ” Brie Fokh te Disc 30 168 388 148.099 188.074 tied up and remove the possibility of a market 
rply. Tire P di ti (000's) Set eas ath im 5 5106 5007 4310 squeeze. Considerable interest followed the an- 
otton the Shipments (000's) 9 th nether a fae 501 0 43 46 4 458 nouncement that both Goodrich and Standard Oil 
; + er ee . r) 7 7 in t thotic 
sia Tire Inventory (000's) as of........ Apr. 30 10,881 ° 10,747 9,813 | Of N. J. are prepared to fue sy 
rubber in sizeable quantities. 
nore * * * 
orts COCOA Coffee. Domestic consumption in the first 
‘ait, ‘| Price cents per Ib. July........... June 7 4.58 4.71 4.17 “ P 
aa Arrivals (bags 000's)............. Jove 1163 23 MGA | Oe er eaden lonene of 200 MOO rene 
port Warehouse Stocks (bags 000's)....| June 7 1,043.5 1,064.5 1,405.8 Pte ih ag aaa 
as oe * 
‘| COFFEE Ss : : 
; ugar. Prices of both domestic and world 
d Price cents per Ib. (c)............ June 8 071 07% OT% ’ ; ; 
wd Lelie, ancient thaei GOGO. ...| Mey 1 19,768 11,569 12,624 -~ — re Peleveteeey ag 
ntial U. S. Visible Supply (bags 000's)..) May 1 1,640 1,362 1,451 He ee Oe Seren Same. wae 
olland and Belgium, price uncertainty reflects the 
, as SUGAR large domestic supplies, doubt as to the fate of 
arily Pai “ ib quota legislation and shipping uncertainties. 
apo ws pele aes 0270 0975 0985 Enactment of legislation extending the Sugar Act 
, Refined (Immediate Shipment)...| June 8 0450 0450-0450 | P1937, might permit the now present dormant 
U. S. Deliveries (000's)*........ 4Mos. 1,854:4 2-00. 3. 2,001.7 
ale U. S. Stocks (000's)* as of (rr)... Apr. 30 2319.4 9... 1,995.1 | factor. 
=ast, 
ge t—Long tons. *—Short tons. (a)—Million pounds. (ac)—Actual. (c)—Santos No, 4 N. Y. (pl)}—Preliminary. (r)—Raw and 
ime | refined. *—Thousands. 
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Date Week Week Ago COMMENT 
a 
INTEREST RATES 
Time Money (60-90 days)........ June 8 144% 114% 14% 
Prime Commercial Paper....... >..| June 8 16-3%4% -34% 54-1 % Late bank statistics were featured by two major 
CM OREN: cc pases ss cates aoeb June 8 1% 1% 1% developments—marked acceleration of gold re- 
Re-discount Rate, N. Y........... June 8 1% 1% 1% ceipts and a drastic decline in brokers’ loans. 
=e In two days last week nearly $600,000,000 was 
CREDIT (millions of $) delivered from abroad to the New York Federal 
Bank Clearings (outside N. Y.)..... June 1 2,338 2,605 2,223 Reserve Bank. In the four weeks subsequent to 
Cumulative year's total to......... June 1 55,059 _....... 50,333 May 8, domestic gold stocks increased 
Bank Clearings, N. ¥........--.-- June 1 3,054 3,478 2,957 $446,000,000, bringing the total addition since 
Cumulative year's total to......... June 1  FOSTIZ cases 73,064 the start of the European war last September to 
F. R. Member Banks $2,643,000,000. Total gold held under earmark 
Loans and Investments.......... May 29 23,524 23,544 21,680 | for foreign account at the New York Federal Re- 
Commercial, Agr., Ind. Loans...) May 29 4,367 4,394 3,822 serve Bank increased approximately $40,000,000 
Brokers Loans..........++.++++ May 29 478 544 721 during May, bringing the total up $1 ,275,000,000 
Invest. in U. S. Govts..........] May 29 9,081 9,103 8,237 Combined gold reserves of France and Great 
Invest. in Govt. Gtd. Securities.../ May 29 2,399 2,389 2,055 Britain at the outset of the war were estimated to be 
Other Securities.........-..+-. May 29 = 3,569 3,488 3,262 about $5,000,000,000. Holland was credited 
Demand Deposits............+. May 29 20,287 20,201 16,965 | with $770,000,000 and Belgium, $615,000,000, 
Time Deposits. ............0.. May 29 = 5,312 5,312 5,235 most of which is understood to have found a haven 
New York City Member Banks in the United States. Canada's gold reserves were 
Total Loans and Invest.......... June 5 9,228 9,219 8,052 | placed at $215,000,000. All told Allied gold 
Comm't Ind. and Agr. Loans..../ June 5 1,656 1,658 1,369 | reserves approximated $7,140,000,000. 
Benker Lene is. 65 6 b66 0 68 June 5 312 350 553 3 
Invest. U. S. Govts............. June 5 3,894 3,820 3,100 ye Se 
Invest. in Gov't Gtd. Securities...| June 5 1,279 1,275 1,033 
Other Securities meee eesececcees June 5 1,295 1,322 1,138 The sudden transformation of the European war 
Demand Deposits Tete de eersene June 5 9,415 9,393 7,590 from a comparatively quiet affair to one of com- 
Piine Dainelies.....<.sis'c-0:5 bons he June 5 672 667 616 plete totality and unprecedented violence, re- 
Federal Reserve Banks sulted in a sharp drop in United States, securi- 
Member Bank Reserve Balance...| June 5 13,387 13,215 10,053 ties markets and drastic liquidation in brokers’ 
Money in Circulation.......... June 5 7,718 7,685 6,986 loans. Reflecting the frenzied desire to convert 
Gold Stock. ............+-05. June 5 19,281 19,162 15,987 stocks and bonds into cash, and the widespread 
Treasury Currency........-.... June 5 3,008 3,007 2,864 closing out of speculative accounts, brokers’ bor- 
Treasury Cash..........-.000+ June 5 2,205 2,200 2,571 rowings dropped 40 per cent in the past four 
Excess Reserves............... June 5 6,530 6,360 4,280 weeks, or a total of $165,000,000. The decline 
rth in the most recent week amounted to $38,000,- 
gg ied FINANCING (millions of $) 000, bringing the total down to $312,000,000, 
ee TEINS LO Oe »-+| May 111.9 246.3 183.2 é L 
Rey A aa aE May 29.9 153.9 91.7 | the lowest figure since August 3, 1932. 
TONNE 6 sis. oie p bed «8's May 82.7 192.4 161.5 
THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 
1940 Indexes 1940 Indexes 
No. of 
Issues (1925 Cl_—100) High Low June1 June 8 (Nov. 14, 1936, Close—100) High Low June 1 June 8 
309 COMBINED AVERAGE 73.1 45.3 45.9 45.3L 100 HIGH PRICED STOCKS... 68.30 49.40 49.65 49.40x 
100 LOW PRICED STOCKS.... 58.80 36.36 39.07 38.11 
5 Agricultural Implements.... 103.6 63.6 66.1 63.7 O Mail rer. oe boo 8. 949 63.8 65.2 63.8x 
6 Amusements............. 28.8 158 160 15.8L 4 Meat Packing. ........... 70.0 42.1 421x 42.9 
15 Automobile Accessories... 96.2 64.7 66.3 65.0 13 Metals, non-Ferrous........ 158.4 107.2 112.7 107.5 
12 Automobiles............. * 12.0 7.7 8.0 8.1 PMNRE So aio soi a Sahl \ Sa tues 19.4 118 11.9 11.8x 
12 Aviation (1927 Cl.—100).. 235.5 166.0 168.0 166.0x pe OES PERO Penn ari AS 86.7 63.1 63.1 63.3 
3 Baking (1926 Cl.—100).... 12.3 719 8.3 7.9L 18 Public Utilities............ 57.6: 35.0 36.2 35.0L 
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x—New LOW this year. 





L—New LOW since 1937. S—New LOW since 1929. 
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TC Inquiries ’ 





The Personal Service Department of Toe Macazine or Watt Srreer will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Endicott Johnson 


Please give me your latest analysis of 
Endicott Johnson-common stock. Also what 
are the prospects of realizing 51, the price I 
paid last year for 75 shares? Has the de- 
mand for work shoes decreased? Have any 
orders been booked for foreign or U. S. 
armies? Do you recommend averaging, sell- 
ing or just holding my present position? 
—Mrs. E. K. H., Omaha, Nebr. 

For the fiscal year ended Novem- 
ber 30, 1939, Endicott Johnson re- 
ported earnings of $3.07 per share 
on the common stock, a good in- 
crease over the $1.21 per share re- 
ported in the preceding fiscal term. 
The firm is the second largest shoe 
manufacturer in this country, opera- 
tions ranging from the tanning of 
leather to manufacturing and distri- 
bution of part of its production of 
shoes. Men’s work shoes account 
for about 40% of output, men’s dress 
shoes about 12%, women’s shoes 
97% and children’s shoes making up 
the balance of 21%. Rubber foot- 
wear, heels and soles are also manu- 
factured and account for about 14% 
of total volume. Most of the firm’s 
production is in the lower and medi- 
um priced brackets. Consumer pur- 
chasing power is the principal deter- 
minant of sales and an important 
factor in earnings, but since the com- 
pany must carry large stocks of 
leather, fluctuating inventory values 
accentuate per share results. Dis- 
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tribution of products is quite wide, 
being partly effected through its own 
chain of about 500 stores, although 
the bulk of production is sold 
through some 30,000 retail dealers, 
chain organizations and mail order 
houses. Earnings will likely show 
some further improvement over 
coming months but will not show 
the wide gains of last year, for al- 
though sales will doubtless be well 
maintained, higher operating costs, 
taxation and competition will doubt- 
less narrow profit margins. Sizable 
military orders over the intermediate 
term are a possibility, but it is not 
believed that large orders of this 
sort have been placed as yet. 
Finances are characteristically 
strong, the balance sheet as of No- 
vember 30, 1939, disclosing current 
assets of $29,769,298 as against cur- 
rent liabilities of $6,243,626. Capi- 
talization consists of 73,060 shares 
of 5% cumulative preferred followed 
by 405,360 shares of common stock. 
The strong financial position of the 
company should permit continuance 
of the $3 annual dividend rate, 


although earnings over the inter- 
mediate term will likely be only 
moderately ahead of this amount. 
Appreciation possibilities are not 
outstanding, but with the dividend 
apparently safe for the time being 
at least, we recommend retention 
for the income afforded, but we do 
not favor additional commitments 
at this time. 


Atlas Powder Co. 


Do you think it advsiable right now to 
purchase additional Atlas Powder common 
shares? I already hold 100 shares bought at 
65% in 1988. The encouraging factor to me 
has been the relative strength of these shares 
while the market gave ’way before pessi- 
mistic war developments. Please appraise this 
stock for me and include your recommenda- 
tions.—Dr. B. L. J., St. Louis. 


Atlas Powder earned $1.11 per 
share on the common stock for the 
first three months of 1940, slightly 
more than double the 54 cents per 
share reported in the corresponding 
period last year. The main business 
of the company has long been the 
manufacture of explosives and blast- 
ing powder which account for about 
70% of sales and are used exten- 
sively in the coal, construction, 
quarrying, metal mining and rail- 
road industries. Cellulose products, 
mainly artificial fabrics and lacquers, 
as well as acids and other chemicals 
which are used by the manufactur- 
ers of automobiles, furniture, radios 
and leather goods have become in- 
creasingly important over the last 
few years and will doubtless con- 
tribute more substantially to earn- 
ings in the future. Military orders 
from the Allied Governments have 
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been received and a long drawn out 
war would likely produce further 
business of that nature, thus giving 
the stock a degree of appeal as a 
war time speculation. However, do- 
mestic business alone, stimulated by 
higher levels of activity in the prin- 
cipal consuming outlets mentioned 
above, should result in further earn- 
ings improvement over coming 
months. Finances are strong, the 
balance sheet for March $1, 1940, 
disclosing cash and marketable se- 
curities alone of $5,201,260, well in 
excess of total current liabilities of 
$1,286,130. It is expected that the 
current 75 cents quarterly dividend 
rate will be continued with the pos- 
sibility of extras before the year end 
and thus 1940 distributions might 
exceed the $3 per share piad 
last year. With the outlook point- 
ing toward continued dividends and 
relatively good increases in earnings, 
the stock has much to recommend it 
at current levels. Accordingly, we 
advise retention of your commit- 
ment but we would suggest that 
additional purchases be postponed 
until such a policy is advocated by 
the market article in the Macazine. 





Commercial Solvents Corp. 


Sold out my Commercial Solvents shares at 
slight loss recently when European war was 
extended. In your opinion, is the time now 
ripe to repurchase 200 shares? It would seem 
that this stock at current prices is a good 
speculation, but am concerned over strong 
market reaction to war news. What do you 
advise? —T. K., Elmira, N. Y. 


Following the good gain in earn- 
ings in 1939 when profits were equal 
to 61 cents per share as against a 
deficit of 11 cents per share in the 
preceding year, Commercial Solvents 
reported earnings of 19 cents per 
share for the first three months of 
1940 as compared with 8 cents per 
share in the similar period last year. 
The company is the largest producer 
of butyl alcohol and related indus- 
trial solvents, and more recently has 
become one of the two most impor- 
tant factors in the ethyl alcohol field. 
The company also produces grain 
alcohol sold to the liquor trade as 
well as Bourbon and rye whiskies 
sold in bulk to bottlers and rectifiers. 
Butyl alcohol and related solvents 
are used principally in the automo- 
bile, furniture, paper, rubber and 
textile industries, while ethyl alco- 
hol finds a ready market among the 
manufacturers of lacquers, varnishes, 


etc. Newer products, such as nitro- 
paraffins, an improved lacquer base, 
have been developed and are be- 
lieved to have interesting profit pos- 
sibilities. The principal ingredients 
are corn and molasses and fluctua- 
tions of these commodities have im- 
portant effects on operating results. 
However, the price structure for 
solvents is expected to be firm over 
coming months and sales will doubt- 
less be at somewhat higher levels. 
Acordingly, we look for continued 
improvement in earnings of at least 
moderate proportions. Finances con- 
tinue to be very strong, the balance 
sheet as of the 1939 year end show- 
ing current assets of $13,865,180 as 
against current liabilities of $2,548,- 
686. Common stock outstanding in 
the amount of 2,636,878 shares com- 
prises the sole capitalization of the 
concern. Dividends have not been 
paid for several years past, but some 
disbursement over coming months 
would appear possible in view of 
current and prospective earnings. 
The shares have fair appreciation 
prospects at current levels and we 
would endorse moderate commit- 
ments in the shares, although we feel 
that such action should be post- 
poned until the near-term outlook 
for the market as a whole has be- 
come clearer. 


American Brake Shoe & Foundry 


Do present prospects for American Brake 
Shoe common warrant holding 180 shares at 
54? Also advise if acquisition of Great Lakes 
Forge Co., with resultant extension of mar- 
kets to auto and farm equipment industries, 
will add materially to net earnings this year. 
Are current orders from railroads holding up 
to first quarter levels?—M. L. T., Detroit, 
Mich. 

American Brake Shoe & Foundry 
is an important manufacturer of rail- 
road brake shoes and parts, freight 
car wheels, etc., as well as castings, 
forgings and bearings for rail and 
industrial use and brake shoes and 
linings for automobiles. Railroad 
business usually accounts for more 
than one-half of total, followed by 
industrial and other uses and auto- 
mobiles in that order. 90% of the 
railroad business is for replacement 
purposes and the majority of auto- 
mobile sales are also for replace- 
ments, though a substantial original 
business is done in that field. Earn- 
ings of the subject company are of 
course, cyclical and vary in line with 
general industrial conditions, but 


the record of the concern has been 


better than most in its indus. 
try and per share losses were re- 
ported in only one of the depression 
years. Following a good gain in 
earnings last year, profits have 
shown further improvement in the 
current year and were equal to 66 
cents per share on the common stock 
for the first quarter of 1940, as com- 
pared with 44 cents per share in the 
similar period last year. It was re- 
cently stated that total orders are 
running somewhat above this time 
a year ago and further increases over 
coming months in line with expected 
purchasing by the railroads is a 
possibility. The acquisition of the 
Great Lakes Forge Company will 
about double the forging capacity of 
American Brake & Shoe and will add 
about 5% to total capacity of the 
company. Munitions orders are a 
possibility over coming months, al- 
though nothing definite in this direc- 
tion has materialized as yet. Finances 
continue to be maintained in a 
sound position, and the balance sheet 
for March 31, 1940, disclosed current 
assets of $13,792,512, including cash 
of $4,624,723, as against total cur- 
rent liabilities of $1,783,595. Divi- 
dends have been raised moderately 
and further increases will doubtless 
be in line with earnings. Capitaliza- 
tion is relatively simple and consists 
of 54,633 shares of $5.25 cumulative 
convertible preferred stock followed 
by 769,092 shares of common stock 
on which, incidentally, dividends 
have beeen paid since 1902. In view 
of this concern’s prospects and rec- 
ord, the shares appeal to us as 
among the more attractive in that 
group and we recommend continued 
retention for income and apprecia- 
tion possibilities. 


McCrory Stores Corp. 


With sales reported at the best level in 
ten years, why should McCory Stores com- 
mon have declined so much from its 1940 
high? While admitting that all stocks were 
temporarily affected by war fears, I note 
that quite a few were able to move counter 
to the trend and some even gained ground. 
Why shouldn’t this be true of McCory which 
does a strictly domestic business? I own 250 
shares bought at 1414 and would be glad of 
your definite advice whether to hold or 
sell—_N. C. W., Del Monte, Calif. 


McCory Stores Corp. is the sixth 
largest in the variety chain store 
group and operates approximately 
200 stores in the Mid-Atlantic, 
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Southern and Mid-Western states. 
About one-half of the stores are 
located in and around Pennsylvania 
and sales of these units are affected 
to some degree by levels of activity 
in the steel industry. The company 
reported earnings of $1.95 per share 
on the common stock for 1939, as 
against $1.48 per share in the pre- 
ceding year. Sales so far in the 
current year have held up relatively 
well, showing an increase of 6.4% for 
the first four months of 1940, al- 
though there was a drop of 11% in 
April as against the same month 
the year before. Most of the merchan- 
dise carried is in the 5 cent to 10 cent 
range; although some of the stores 
carry goods retailing up to $1.00. 
With higher levels of consumer pur- 
chasing power, sales during the com- 
ing months are likely to be at 
increased levels and it is expected 
that increased efficiency will offset 
toa certain extent higher costs such 
as wages and taxes. Thus some 
further increase in earnings of mod- 
erate proportions is looked for dur- 
ing the current year. Finances are 
quite sound, the balance sheet as of 
the 1939 year end disclosing cash 
alone well in excess of total current 
liabilities. Dividends this year will 
likely equal to $1 per share paid 
in 1939. It would appear that the 
decline in this stock during recent 
weeks was due largely to generally 
unsettled market conditions. At 
current levels, the shares return an 
attractive yield and do not appear 
to be over-priced on the basis of 
prospects. Retention is recom- 
mended. 


Ingersoll-Rand Co. 


Is Ingersoll-Rand getting a_ substantial 
amount of foreign business? Orders from U. S. 
shipbuilding concerns? Would like to have lat- 
est opinion of your analysts, reflecting new 
war developments and market action. I 
still hold 50 shares of common purchased at 
0. In your review please include latest 
earnings, profit margins and dividend out- 
lok.—E. F. G., Scarsdale, N. Y. 


Due largely to generally better 
industrial conditions in the latter 
half of 1939, earnings of Ingersoll- 
Rand for last year were equal to 
86.01 per share on the common 
stock, as against $5.20 per share the 
preceding year. The company 
manufactures a wide range of ma- 
chinery products, principally com- 
pressors and pneumatic tools which 
are used in the construction, mining, 
shipbuilding and automobile indus- 
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° To youngsters or oldsters whose 
hobby is collecting stamps, the in- 
coming mail department of our ex- 
port company would very likely 
prove a paradise. 


¢ A single day’s mail will bring 
letters from as many as twenty-five 
countries. In the course of a year, 
correspondence is received from 
practically every country in the 
world, and it has traveled to us by 
every conceivable mode of trans- 
portation from Tibetan runner to 
air express. It may be penned in 
anything from a Chinese ideo- 
graphic script to just plain Ameri- 
can English. More than thirty-five 
different languages will find their 
way in and out of the mail basket. 


¢ No doubt you have heard many 
men say that their business “is dif- 
ferent.” But rarely will you find a 
business right here in our own coun- 
try that is as really different as that 
of our people whose responsibility 
lies in the shipment and sale of our 
products abroad. 


¢ Most of these men have spent 
years in the field, in Buenos Aires, 
Singapore, London, Cape Town. 
They have sold our products in 
Spanish, French, Portuguese, Swed- 
ish and even more remote tongues. 


They have learned to make change 
in lira, pesos and shillings as sim- 
ply as you and I count our change 
from a dollar bill. 


¢ During the past two years we 
have run an advertising campaign 
in 95 newspapers in 41 countries. 
Each advertisement is translated in- 
to 7 different languages. 25 entirely 
different currencies are used to pay 
for the newspaper space. 


¢ Climate also plays an impor- 
tant part in the distribution of our 
products throughout the world. For 
instance, a radio set which is per- 
fectly suitable for sale in the United 
States must be specially designed 
and treated to stand up under trop- 
ical humidities before it is accept- 
able to countries near the equator. 


¢ Another product problem is that 
of electric voltage and frequency. 
Here in the United States 110 volt 
60 cycle current is standard almost 
everywhere, but in export territo- 
ries these voltages range anywhere 
from 90 to 380 volts, and from 1674 
to 133 cycles. 


¢ Add to these problems the com- 
plications of the present world 
strife. But business goes on as ever, 
and our export people insist that 
theirs is the most interesting busi- 
ness in the world. 


¢ All of the products that we 
make, from the grain of wheat lamp 
for doctors to immense turbines for 
power companies, find their way to 
the farthest reaches of the globe. 
American products find a ready 
marketabroad.Andthefactthatthese 
products sell at higher prices incom- 
petition with those locally manu- 
factured is a tribute to American 
craftsmanship and salesmanship. 
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Help Someone Succeed 
BY SENDING US HIS NAME 


Ir you know some worthy and ambitious man or woman 
who wants to find a way to win a fair reward in a life work, 


Suggest a career in life insurance field work and if you 
think this individual might be interested send us the name 
to the address below. 

The Mutual Life Insurance Company of New York 
places a high value on sincere recommendations if based on 
personal knowledge of the character of those recommended. 

To selected individuals who possess energy, common 
sense, character, stability and genuine sympathy with 
others, The Mutual Life offers personal direction and 
training in life insurance field work, leading to permanent 
careers in the communities chosen. 


The Mutual Life’s new 32-page booklet “Can I Make a Living as a Life 


Insurance Representative?”’ is available to those who wish to consider 
the subject seriously; also name of nearest Mutual Life manager. 


Avpress: Vice President and Manager of Agencies 


She Mutual Life 
Inourance Companyof Mew Yorke 


34Nassau Stree, New York 
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UNDERWOOD NOISELESS TYPEWRITER 


office. Call our nearest Branch Office. 


Typewriter Division UNDERWOOD ELLIOTT FISHER COMPANY 
Typewriters, Accounting Machines, Adding Machines, Carbon Paper, 
Ribbons and other Supplies... One Park Avenue, New York, N. Y. 


Sales and Service Everywhere 
. Underwood Elliott Fisher Speeds the World’s Business. 











At last . . . Quiet . . . away from noises that constantly 
interrupt clear thinking. Make your office as quiet as a 
sanctuary in the sky. Try the new Underwood Noiseless 
Typewriter on your own work in your own executive 









tries. In recent years, production 
has been extended to include oil 
electric locomotives, air conditioning 
apparatus and refrigeration ma. 
chinery. Earnings of the manufac. 
turers of heavy capital goods tend 
to follow, of course, swings in indus. 
trial conditions and profits naturally 
vary. The record of the subject 
concern is, however, relatively satis. 
factory, per share deficits having 
been reported only in two of the 
depression years. Recently business 
of the company has been somewhat 
better than at this time a year ago 
and profit margins are believed to 
have been well maintained. Accord- 
ingly, further earnings improvement 
is a distinct possibility. Capitaliza- 
tion consists only of 25,255 shares of 
$6 cumulative preferred stock and 
974,130 shares of common stock. The 
company is strong financially, the 
balance sheet as of the 1939 year 
end disclosing cash and Government 
securities of $14,635,225, well in ex- 
cess of total current liabilities of 
$4,198,651, and the current ratio 
was more than 7 to 1. Dividends 
have been liberal in relation to earn- 
ings and thus 1940 payments should 
be at least equal to the $6 per share 
distributed the year before. The 
concern is in an excellent position to 
benefit from relatively well main- 
tained levels of activity and_ will 
doubtless share in the current re- 
armament program at least indirect- 
ly. Longer term appreciation possi- 
bilities are good and we feel that 
retention of your holdings for in- 
come, as well as appreciation possi- 
bilities from current levels, is ad- 
visable. 





National Dairy Products 


I read with great interest your compre- 
hensive article on National Dairy in an April 
issue. In what respects have international 
developments since then changed the picture? 
Would you say the outlook has improved due 
to increased prospects of sales to the Allies 
or do you feel that the ramifications of total 
war are bearish for National Dairy? Please 
advise me on 150 shares of common bought 


at 22.—R. R. B., Salt Lake City, Utah. 


The latest earnings report of Na- 
tional Dairy Products is for 1939, 
when earnings were equal to $1.97 
per share on the common stock as 
against $1.70 per share in the pre- 
ceding year. So far in the current 
year, sales have been running con- 
siderably ahead of last year, but it is 
believed that profits declined 
moderately due to higher labor and 








mat 
lead 
chee 
tors 
crea 
EY / 
butt 
abo 


For 
abo! 
war 
fore 
Nor 
ma} 
suck 
lanc 
pro} 
tion 
and 
side 
evel 
sum 
hon 
of i 
pro: 
oth 
pec 
pro’ 
dur. 
of t 
be « 
as | 
cur! 
thre 
rent 
quit 
and 
rate 
pea 
rela 
tior 
leve 
Acc 


tior 


mon 
tota 
have 
Are 

thes 
tren 
whe 
hold 


do1 
cou 
dor 
apy 
its 

div 
pac 
pre 








duction 
de oil— 
itioning 
n ma- 
anufac. 
ds tend 
1 indus. 
aturally 
subject 
y satis- 
having 
of the 
yUSINess 
newhat 
par ago 
ved to 
Accord- 
vement 
italiza- 
ares of 
ck and 
k. The 
ly, the 
9 year 
mnment 
in ex- 
ties of 

ratio 
‘idends 
) earn- 
should 
r share 

The 
tion to 
main- 


d will | 


nt re- 
direct- 
possi- 
1 that 
or in- 
possi- 
is ad- 


s 

“ompre- 
n April 
ational 
yicture? 
ved due 
| Allies 
»f total 
Please 
bought 
h. 


f Na- 
1939, 
$1.97 
ck as 
» pre- 
rrent 

con- 
t it is 
lined 
- and 


REET 








material costs. The company is the 
Jeader in the field of ice cream and 
cheese and one of the dominant fac- 
tors in the fluid milk industry. Ice 
cream and cheese account for about 
37% of sales, fluid milk about 29%, 
butter approximately 10%, cream 
about 6% and the remaining 18% 
by other manufactured; products. 
Foreign trade accounts usually for 
about only 5% of the total. The 
war has so far had little effect on 
foreign demand. The occupation of 
Norway and Denmark by Germany 
may stimulate sales of butter and 
such products to France and Eng- 
land, but to what extent is as yet 
problematical since butter produc- 
tion and exports of New Zealand 
and Australia have increased con- 
siderably since the last war. How- 
ever, well maintained levels of con- 
sumer purchasing power here at 
home should result in increased sales 
of ice cream and cheese on which 
profit margins are wider than for 
other products and thus it is ex- 
pected that at least moderate im- 
provement in earnings will be shown 
during the current year. Finances 
of the the organization continue to 
be quite sound and the balance sheet 
as of December 31, 1940, disclosed 
current assets which were more than 
three times greater than total cur- 
rent liabilities. Dividends have been 
quite liberal in relation to earnings 
and thus some increase over current 
rates before the year end would ap- 
pear to be possible. The issue has a 
relatively good degree of apprecia- 
tion possibilities and at current 
levels returns a reasonable yield. 
Accordingly, we recommend reten- 
tion of your holdings. 





American Can 


Would you include American Can com- 
mon among the potential beneficiaries of the 
total war in Europe? I have read that sales 
have risen considerably above the 1939 level. 
Are profit margins higher? Do you think 
these shares can resist further market down- 
trends and adverse war news? Please advise 
whether you think it advisable to continue 
holding.—D. P., Los Angeles, Calif. 


American Can Co. is by far the 
dominant factor in its field, ac- 
counting for about one-half of the 
domestic can output and producing 
approximately twice the volume of 
its nearest competitor. Products are 
divided mainly into two classes, the 
packer cans which are used for food 
products and which account for a 
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Research 


ORLD WIDE radio communi- 

cations; national and inter- 
national broadcasting; radio use- 
fulness in times of peace and in 
times of national emergency, are 
all the products of scientific re- 
search. Without such research, the 
American radio industry would be 
non-existent. Without it, radio’s 
future usefulness would remain un- 
explored. 

Radio research has been the key- 
stone of RCA’s operation since 
1919. Today, this Company, which 
is engaged in every field of radio, 
is following its consistent policy of 
improving present-day radio ser- 
vices and pioneering in the de- 
velopment of the new. 

Three new services in radio now 
beckon those who would expand 
radio’s usefulness to the public and 
who would create employment of 
men and money. They are Facsim- 
ile, Frequency Modulation, and 


is radio’s 
road to progress 


Television. Involved in these three 
new services are the transmission 
of printed matter and illustrations; 
the improved transmission of 
sound services; and the transmis- 
sion of sight and sound simulta- 
neously through the air. In other 
words, new and important com- 
munication services are now out of 
the laboratory and ready for use in 
the interests of education and en- 
tertainment, and for the service of 
industry and commerce. 

Research continues, however, to 
explore the unknown frontiers of 
space where additional useful radio 
channels may be created for a thou- 
sand and one additional services in 
the interest of mankind. 

RCA continues with 600 research 
specialists at work constantly im- 
proving the old and developing 
the new. Radio’s road to the future 
is the research road, the road to 
progress. 


Radio Corporation 
of America 
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JE LIVE IN A WORLD OF GLORIOUS LIGHT 


—teabst lope 


HROUGH the ages light has meant 

so much to man. It has been to him 
a symbol of beauty, freedom and health. 
Its absence means ugliness, poor living 
conditions, lack of progress. 


Millions are still living in the United 
States who can remember when there 
were no electric lights at all. Today, 
thanks to inventive genius and a plenti- 
ful supply of copper, countless miles of 
wires carry light throughout 


the land. And each year more AnaConpA 


from mine to con: 


electrified homes join in the 


fight to light up the dark corners. 


COPPER—Metal of Progress 
Edison’s invention of the incandescent 
lamp in 1879 and the building of the 
first central station in 1882 coincided 
with the development of the great cop- 
per ore bodies at Butte, Montana. Were 
it not that these new mines made cop- 
per available in abundance for the ex- 
pansion of electrical services, the growth 
of electricity and the progress 
of American civilization 


would have been retarded. 
40303 


ANACONDA COPPER MINING COMPANY 


25 Broadway 


New York 








little more than one-half of produc- 
tion, the balance being in the general 
line cans which are used for the 
packing of oils, paints, drugs, chemi- 
cals, etc. Earnings from the packers’ 
cans are relatively stable but sales 
of general line cans tend to fluctuate 
in line with general business condi- 
tions. The company also manufac- 
tures fibre containers for milk and 
cans for beverages such as beer. 
These latter do not as yet contrib- 
ute importantly to earnings but 
have interesting longer term possi- 
bilities. Contracts for tinplate sup- 
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plies assure well controlled costs over 
coming months. Plants are well lo- 
cated with regard to markets and 
materials. Earnings for 1939 were 
equal to $6.22 per share on the com- 
mon stock, a relatively good increase 
over the $4.35 per share reported for 
1938. So far in the current year 
sales have continued to expand and 
further improvement in earnings of 
at least moderate proportions is 
looked for. Finances have been 
maintained in a consistently strong 
position and capitalization is not 
burdensome, consisting of $10,000,- 





000 funded debt, 412,333 shares of 
$7 cumulative preferred followed by 
2,473,998 shares of common stock. 
A liberal dividend policy has been 
followed in the past and 1940 dis. 
tributions should be equal to, if not 
somewhat better than, the $4 per 
share disbursed in 1939. The war is 
likely to have little effect on opera- 
tions of the company except in an 
indirect way. The company has had 
a long record of profitable operations 
and with the outlook indicating fur- 
ther improvement over coming 
months, we feel that retention of 
this sound issue for its moderate ap- 
preciation possibilities as well as the 
secure yield afforded is the advisable 
course to follow. 


Shell Union Oil Corp. 


I have traded in and out of Shell Union 
Oil common within the past five years. On 
the whole, thanks to many advices from 
your Service Dept. and the Magazine, these 
trades have been profitable on the average. 
I now hold a total of 220 shares at 15% and 
want your advice as to whether to sell on the 
next bulge or just sit tight and await de- 
velopments. Please furnish your latest ap- 
praisal of outlook—C. J. R., Thomaston, Ga. 


Shell Union Oil Corp. reported 
earnings for the first three months 
of 1940 equal to 37 cents per share 
on the common stock which com- 
pares quite favorably with earnings 
of only slightly more than one-half 
a cent per share in the corresponding 
period of last year. These results 
reflected increased sales and more 
satsfactory prices for refined prod- 
ucts. Sales should continue to hold 
relatively well over coming months 
and production, in spite of Califor- 
nia curtailment, is likely to be at 
somewhat better levels. Although 
prices are somewhat unsatisfactory 
on the West Coast, continued good 
sales coupled with operating econ- 
omies should result in fairly well 
maintained profits, and while earn- 
ings over coming months may be 
somewhat lower than first quarter 
results, it would appear at the pres- 
ent writing that profits for the full 
year will be at least moderately in 
excess of the 76 cents per share 
earned in 1939. The concern is a 
fully integrated company and one 
of the larger organizations in the 
field. Crude oil reserves are exten- 
sive with about one-half located on 
the Pacific Coast and distribution 
is on a nationwide plane. The com- 
pany is quite conservative, both in 
its operations and its accounting, 
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Case #682 


A True Story 


The Case of the Harassed Honeymooners 


OUR honeymoon is no time to have 
all the things happen to you that 
happened to the Tom Carpenters. 

First, they had to rush back from New 
Orleans to New York and the groom’s 
job. So they filled up with Gulfpride Oil 
and piled on the heat towards Florida. 
The weather was fine and the groom’s 
skillful driving kept them well ahead of 
schedule, plus keeping operating tem- 
peratures dangerously high. But he had 
so much faith in Gulfpride that he 
pushed the car to the limit... spent the 
saved time around St. Augustine. 

So far, so good. But, at Charleston, 
S. C., headlines warned of a blizzard. 
That evening they drove through a 40- 
year record snowstorm that turned the 
South into Antarctica. In Virginia—next 
day—they were almost icebound ... re- 
versing the strain on Gulfpride by craw]- 
ing along in bitter cold. 

At dawn’s crack, they were off again 

. Slid and skidded to New York and 
the all-important job. Says the groom: 
“When the oil was drained, the garage- 
man’s eyes bulged at Gulfpride’s unbe- 
lievable clearness. He refused to believe 


it had come all the way from New 
Orleans—with a loss of only 1 quart!” 

You may never go further than the 
grocery store in your car—yet it will 
profit you to buy the extra protection 
and economy of Gulfpride. 


Why Gulfpride Is Better! 
Gulfpride is the only 100% Pennsy]l- 
vania oil refined by the Gulf-invented 
Alchlor process that removes up to 20% 
more waste and sludge. 

Gulfpride exceeds all known stand- 
ards—including Army and Navy. 

Have your car changed to Gulfpride 
today at the Sign of the Gulf Orange 
Disc. Gulf Oil Corp....Gulf Refining 
Co.... Pittsburgh, Pa. 


Guffpride Oit 


100% PURE PENNSYLVANIA, 
AT DEALERS’ 
IN SEALED CANS ONLY 


















and has maintained a strong finan- 
cial position as is indicated by the 
balance sheet at the 1939 year end 
which disclosed cash and Govern- 
ment securities alone well in excess 
of total current liabilities. Capital- 
ization consists of funded debt, in- 
cluding purchase obligations, of $85,- 
456,564, followed by 341,100 shares 
of $5.50 cumulative preferred and 
13,070,625 shares of common stock. 
In view of strong finances and prob- 
able increased earnings over the in- 
termediate term, it is expected that 
dividends will continue at about cur- 


rent levels. The concern should bene- 
fit extensively from the longer range 
improvement which is looked for in 
the oil industry and we believe that 
retention with a view toward longer 
term profit potentialities as well as 
the reasonable yield afforded at 
current levels is warranted. 





Simmons Co. 


What is the new war market outlook for 
Simmons Co. stock? Have not seen any- 
thing in the Magazine since war went into 
the violent stage, but I do note that the 


shares gave ’way with the rest of the market * 


and have not as yet recovered to anywhere 
near their 1940 high of 24. I have been holding 
100 shares purchased at 33 since 1938 and 
was under the impression that excellent sales 
of first quarter should firm share prices, 
Please appraise the stock and advise on my 
commitment.—Mrs. E. MecN., Tulsa, Okla. 


Earnings of Simmons Co. usually 
follow the trend of business condi- 
tions in general and the concern re- 
ported a profit in 1939 of $2.11 per 
share as against earnings of $1.42 
per share in the preceding year. In 
the initial quarter of 1940, both 
sales and earnings were ahead of 
the corresponding period of the year 
before and a good volume of busi- 
ness over coming months is looked 
for. The concern is an important 
manufacturer of quality mattresses, 
bed-springs and metal beds, sales of 
which account for some 70% of the 
total. In addition, the concern also 
manufacturers bedroom furnishings, 
sheetings, upholstery fabrics and 
like textiles. While operations ex- 
tend into Canada and Mexico as well 
as to European countries, the ma- 
jority of sales are domestic and pos- 
sible loss of such business would 
likely be more than offset by in- 
creased sales of Army cots to bel- 
ligerent nations as well as to our 
own Government. Consumer pur- 
chasing power is an important de- 
terminant of volume, while prices 
of its chief materials such as used 
steel rails, lumber and cotton ac- 
centuate fluctuations in earnings. 
However, it is likely that higher 
costs in this connection could be 
passed on to the consumer and thus 
profit margins likely will be well 
maintained. Capitalization  con- 
sists of $10,000,000 convertible deb- 
entures and 1,158,236 shares of com- 
mon stock. The balance sheet for 
December 31, 1939, disclosed a very 
sound financial position, cash alone 
exceeding current liabilities by 
$2,922,263. Dividends have not as 
yet been placed on a regular basis 
but total 1940 distributions may 
somewhat exceed the $1.75 distrib- 
uted last year. This company, oc- 
cupying an outstanding position in 
its industry and having a capable 
and aggressive management is in 
a good position to benefit from 
indicated improvement in business 
conditions. With the outlook point- 
ing toward further earnings im- 
provement over coming months, the 
shares have some speculative appeal 
and we accordingly counsel retention 
of your holdings. 
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Strategic Portfolios for 
Today's Conditions 





(Continued from page 269) 


would melt rapidly, but this port- 
folio is admittedly more subject to 
depression dangers. 

The Trading Division involves the 
most difficult choice of all because 
market conditions are changing so 
sapidly while it is being compiled. 
Frankly, it has seemed best to con- 
centrate upon issues which are sure 
to provide the large percentage 
swings on which trading profits are 
based. Sharp gains in their prices 
would naturally modify one’s opin- 
ion of them for immediate apprecia- 
tion purposes. 

Either portfolio can be adjusted 
to care for larger or smaller invest- 
ment funds according to the indi- 
vidual’s needs, by enlarging or re- 
ducing the amount of each stock 
bought. Adjustments for market 
and business developments will also 
be necessary in both, and it would 
be wise to follow Mr. A. T. Miller’s 
articles on the market in each issue 
of THe MaGazine or WALL STREET 
with this in mind. 





International Telephone and 
Telegraph Corp. 





(Continued from page 297) 


restrictions as to reserves and trans- 
fer, the finances at the close of 1939 
were in good shape when the many 
vicissitudes through which the com- 
pany is travelling are considered. 
Current assets of $54,465,311 on 
December 31, last, compared very 
favorably with total current liabili- 
ties of $29,703,238 and cash items of 
$10,503,084—while almost $4,000,000 
lower than a year before—were ap- 
parently ample for the company’s 
immediate needs. Plant and prop- 
erty account of $321,180,399 has 
already been written down to ex- 
clude German and Polish properties 
but this item will be subject to fur- 
ther write-downs to reflect those 
properties that have fallen within 
German circles of influence since the 
beginning of the current year. 

As might be expected, last year’s 
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“ONE AND A HALF MILLION KILOWATTS 


FOR THE CITY OF UUGHT" 





System operator calls for more electric- 


ity as thunderstorm darkens Manhattan. 


ro ; mae LE 





@ All the drama, excitement, and responsibility of keeping the 
world’s greatest city supplied with electric energy are concen- 
trated in Consolidated Edison’s thrilling World’s Fair exhibit, 


“The City of Light.” 


Last year, more than 7,500,000 people visited our building— 
many of them your own customers. This year, visitors will see 
many improvements and additions that you won’t want to miss. 

Members of the E.E.I. and their friends are cordially invited 
to visit New York on their way to or from the Convention. A 
hearty welcome, and some unforgettable moments, await you 
at the “City of Light’’—a stone’s throw from the Perisphere. 


OTHER POINTS OF INTEREST. W"¢ also 


recommend a visit 


to the exhibits of the Gas Industries and of the Electric Utili- 


ties, as well as the individual di 


Janus tn the Power Buildin. 








CONSOLIDATED EDISON 


SYSTEM COMPANIES 
ELECTRIC, GAS, AND STEAM SERVICE FOR BUSINESS AND THE HOME 











gross and net income were both sub- 
stantially below those of a year ago 
and marked a reversal of the up- 
irend that started in 1936. Never- 
theless, net income of about $4,900,- 
000 was equivalent to $0.76 a share 
of common stock although it did not 
compare favorably with the $1.10 a 
share earned in 1938 or the $1.60 
a share reported for 1937. With 
many additional charges to be made 
this year and even lower exchange 
rates prevailing now it will indeed 
be fortunate if International Tel. & 
Tel. can even repeat last year’s rela- 
tively moderate results. This in spite 


of the fact that at the close of last 
year I. T. & T. had heavy order 
backlogs for materials and the favor- 
able prospects of the company’s 
operations in the Western Hemi- 
sphere. 

Financing of a $37,000,000 bond 
maturity in January, 1939, and the 
subsequent receipt of a $15,000,000 
serial bank loan was fortunate for 
the company since it might have 
proven more difficult to handle quite 
as economically had it been under- 
taken at the beginning of the cur- 
rent year. As it is now, there are 
no near term pressing maturities 
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The South 
Expands 
Industrially 


The Southern section of 
these United States is fast be- 
coming our biggest industrial 
center. 


The Journal of Commerce 
has just completed a survey, 
published in a special supple- 
ment, on the Industrial Ex- 
pansion of the South. 


The following are a few of 
the many phases of Southern 
Industry covered in this issue. 


Progress of the Industrial South 
1929-1939 

Industrial Advantages 

Potential Labor Supply 

Tax Administration and Exemp- 
tion 

Railway Service 

Banking Facilities 

The 1940 Utility Program 
Industrial Labor Supply 

The Status of Cotton 

Southern Diversification 

Retail Markets 

Pulp & Paper 

Southern Pine Lumber 

Steel Manufacturing 

Growth of Cotton Textiles, 


Rayon, Chemicals, Food Prod- 
ucts, Petroleum. 


noe yaw semetiontins survey 
on the Industrial E i 
ol all ia xpansion of 


Learn for yourself how The Journal 
Commerce, the oldest daily cow thd 
newspaper, keeps you informed with the 
day by day developments of Business 
Finance and Commerce .. . the devel. 
opments of your business. 


MAIL COUPON NOW 
FOR SPECIAL TRIAL OFFER 


This offer will give you The Journal of 
Commerce for the next 30 issues and 
a copy of the special supplement con- 
taining the survey of the Industrial Ex- 
pansion of the South for only $1.00. 
Take advantage of this special offer to 
Magazine of Wall Street readers. Fill in 
and return the coupon now. 


——= MAIL THIS TODAY — — — 


Journal of Commerce 
63 Park Row, New York, N. Y¥. 


Send me the next 30 issues of The Journal 
of Commerce and include a copy of the spe- 
cial supplement on The Industrial Expansion 


of the South. 
( ) Enclose please find $1.00 to cover. 
(_) I'll pay when I receive the bill. 


Name 


Dempany” COMMPOMUON 3 is 666s hess 5 dake 


This is an introductory offer to new 
subscribers only. 














save the annual installments on 
bank loans for which purpose cash 
on hand was apparently ample at 
the close of the last year. 

The market value of the shares 
has continued to reflect the many 
uncertainties that have afflicted the 
company and continue to do so. 
Recent general market weakness has 
driven ITT quotations down to an 
all time low level from where they 
have as yet recovered but slightly. 
It would seem, however, that the 
current price for the common stock 
of approximately 214 quite amply 
discounts almost anything that may 
happen to the company short of 
complete annihilation and such an 
eventuality is not strongly possible 
unless almost everything else of 
value goes with it. 





6 Selected War Beneficiaries 





(Continued from page 304) 


for a while but some plan to settle 
the matter is now said to be in pre- 
paration. 


L. S. Starrett Co. 


L. S. Starrett Co. has only an in- 
direct stake in rearmament programs 
but it is impossible to make any of 
the necessary machines for land or 
air without the use of precision mea- 
suring instruments of all kinds and 
it is in this field that the company 
specializes. The number of instru- 
ments made are many but may be 
grouped under the general headings 
of micrometers, bevels, calipers, 
gauges, steel tapes, protractors, etc. 
Almost every machinist owns one 
or more of Starrett’s precision mea- 
suring devices and they are to be 
found in practically every tool room 
of any industry that is engaged in the 
fabricating or working of metal. 
The company stems from an original 
organization established in 1880. 

The capital structure is simple. It 
consists but 2,866 shares of $100 par 
value 6% preferred stock and 150,- 
000 shares of no-par value common 
stock. A small sinking fund func- 
tioning annually will eventually re- 
tire the preferred issue which is 
callable at 110. The company op- 
erates on a fiscal year that termi- 
nates on June 30. At the close of the 
1939 fiscal period it reported earn- 
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ings of $330,224 which was equal to 
$2.13 a share of common stock then 
outstanding and which compared 
with $3.05 a share for the previous 
fiscal year. However, for the six 
months period which ended Decen- 
ber 31, 1939 the company reported 
profits equivalent to $1.58 a share 
of common stock which was $1.10 a 
share more than for the first six 
months of the 1939 fiscal year. 

On December 31, 1939, the balance 
sheet as of that date disclosed a 
comfortable financial position with 
current assets of $2,992,688 being 
more than ten times greater than 
the then current liabilities. Cash 
and marketable securities of $855, 
815—while not in themselves gigan- 
tic—were nevertheless more than 
adequate for the company’s needs 
and represented a substantial im- 
provement over those of the previous 
year as well as being at close to rec- 
ord levels. Common dividends of 
$1,25 were paid in 1939 and so far 
this year dividends of $0.50 a share 
have been distributed. 

Although the first part of the com- 
pany’s fiscal year is the least pro- 
ductive of profits, the excellent re- 
sults of the six months which ended 
on December 31 should materially 
assist the company to report record 
earnings for the year to end June 30. 
With plant expansion planned in 
every branch of the automobile and 
aviation industries, sales of Starrett 
should continue to make new high 
records. 





The Public Utilities Today 
and Tomorrow 





(Continued from page 286) 


utilities and to their investors than 
appear to be at all warranted in 
order to meet the purpose of the 
Utility Act. In that case, a pro- 
tracted wrangle between utilities 
and Commission may be witnessed 
wherein the former will attempt to 
persuade the latter to modify its 
views and will, perhaps, if the mat- 
ter should go that far, appeal the 
Commission’s orders in the Federal 
courts. 

In any event, however, and 
whether or not the agency’s ideas 
on the subject of integration turn 
out to be drastic, it will definitely 
help to have those ideas broughi out 
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PACIFIC GAS AND ELECTRIC COMPANY 


SAN FRANCISCO, CALIFORNIA 


The properties of the Company and its subsidiaries 
constitute an interconnected system, located entirely 
within the State of California and operated by a 
single management. For more than twenty-eight years 
operations have been subject to regulation by the 
California State Railroad Commission. 

The Company operates electric generating plants 
having an installed capacity of 1,743,926 horsepower 
and is one of the largest producers and distributors 
of electricity in the United States. It also ranks 


among the major distributors of natural gas in the 
country. On March 31, 1940, electric customers num- 
bered 902,487, gas customers 638,155, and water 
and steam customers 12,227. 

In the year ended March 31, 1940, 71.0% of op- 
erating revenues were derived from sales of electric 
energy, 27.8% from sales of gas, and 1.2% from 
minor activities. The well diversified character of 
the Company’s business tends to stabilize earnings 
and also to permit of economical operation. 


SUMMARY OF CONSOLIDATED INCOME AND DIVIDENDS ON CAPITAL STOCKS 





12 Months to 
March 31, 1939 


12 Months to 
March 31, 1940 

















Gross Revenue, including Miscellaneous Income — - - - - - $108,306,502 $102,542,587 
Operating Expenses, Taxes (except Federal income taxes) and Provision 
for Depreciation, Insurance, Casualties, Uncollectible Accounts and 
Pensions - - - - - - - - : - - 64,701,802 62,083,756 
Gross Income - - - - - - = = - $ 43,604,700 $ 40,458,831 
Bond and Other Interest, Discount and Other Income Deductions - « 12,655,255 12,238,232 
Net Income before Provision for Federal Income Tax  - - $ 30,949,445 28,220,599 
Provision for Federal Income Tax - - - - - - - 4,917,285 4,464,396 
Net Income to Surplus - - - - - - . $ 26,032,160 23,756,203 
Dividends of Subsidiaries on Capital Stocks held by Public, etc. - - 1,600 142,654 
Remainder—Applicable to Pacific Gas and Electric Company - $ 26,030,560 23,613,549 
Dividends on Preferred Stock - - - . - - - - 7,909,821 7,758,827 
Remainder—Applicable to Common Stock — - - ‘< - $ 18,120,739 15,854,722 
Number of Full Shares of Common Stock outstanding at end of period — - 6,261,271 6,261,270 
Earned per Share of Common Stock — - - - : . - . $2.89 $2.53 
RECORD OF RECENT GROWTH 
Gross Sales of Sales of 
Year Ended Operating Electricity Gas Number of 
Dec. 31 Revenue K.W.H. Cubic Feet Stockholders 
1932 - - - - $ 85,058,617 2,932,003,000 34,594.302.000 95,483 
1933 - - - - 84,596.08 2,940,605,000 39,802,857,000 96,824 
1934 - - - - 87,555,480 3,269,116,000 41,074,683,000 96,225 
1935 - + - . 92,084,934. 3,303,312,000 '8,686,774,000 92.670 
1936 —s- - - - 95,333,336 3,696,378,000 53,439,510,000 90,263 
1937 = - - 100,443,116 3,935,803,006 59,531,331,000 92,704. 
1938 - - - - 101,424,595 3,906,866,000 62,477,013,000 95,985 
19389 - - - = ' 207175303 4,409,568,000 69,934, 787,000 95,784. 


BOARD OF DIRECTORS 





James F. Focarty, New York 

D. H. Foote, San Francisco 

Hersert C. FreemMAN, New York 
Norman B. Livermore, San Francisco 
Cuas. K. McIntosu, San Francisco 


James B. Brack, San Francisco 
ALLEN L. CuIcKERING, San Francisco 
Joun P. Cocuian, San Francisco 

W. W. Crocker, San Francisco 

P. M. Downine, San Francisco 


Joun D. McKee, San Francisco 
C. O. G. MiLter, San Francisco 
Henry D. Nicuots, San Francisco 
Sitas H. PALmer, San Francisco 
A. Emory Wisuon, San Francisco 


Copies of Annual Report may be obtained on application to D. H. Foote, Vice-President and Secretary-Treasurer, 


245 Market Street, San Francisco, California 
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AVIATION 
STOCKS! 


What effect from huge 
domestic armament plan? 


PSs Aviation stocks among the 
most undervalued issues today 
on the basis of forced expansion 
of output to meet U. S. demands? 
Which manufacturing companies 
appear in the most favorable posi- 
tion? 

A new analysis of this vital 
war-time industry, with statistical 
studies of leading firms, appears 
in the current UNITED OPIN- 
ION Bulletin. Also 


AIRCRAFT 
Stocks Analyzed 
. indicating the earnings pos- 
sibilities and outlook of the lead- 
ing units in the industry, and 
offering a guide to the best in- 
vestment opportunities. 


Send for Bulletin MW-100 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ r Boston, Mass, 








CUSTOM 


TAILORS 


THE BEST INVESTMENT 


you can make is in_ personal 
appearance. Our custom tailored 
business suits present you at your 
best! priced from 


$85.00 


SHOTLAND 


AND 


SHOTLAND 


574 FIFTH AVE., NEW YORK 
Telephone BRyant 9-7495 

















Good Business 
Buy the products of your companies—the 
ones in which you are financially 
interested. Many of them advertise in 
THE Macazine oF WALL STREET 
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into the open and to give the sys- 
tems concerned something to shoot 
at or work toward as the case may 
be. From the investor’s angle, it will 
likewise be a relief to have some 
of the recently existing uncertainties 
in the matter at least partially 
cleared up. In the long run, it is 
difficult to see where final applica- 
tion of the Act is going to impair 
seriously investment values save in 
those cases where underlying values 
of operating properties are unable 
to stand upon their own feet. How- 
ever, this is largely a matter of rec- 
ognizing and bringing to light condi- 
tions that already exist rather than 
of creating new conditions. The 
chances are that, when the integra- 
tion knot is finally untangled, the 
distributed pieces of present intrin- 
sically sound systems will be worth 
considerably more marketwise, due 
merely to clarification of the situa- 
tion, than they are as a whole today. 

Considerable disparity still exists, 
of course, between the long range 
trend of sales and that of earnings. 
Net income in 1939 of electric utili- 
ties comprising 75% of the industry 
amounted to $412,900,000, topping 
the $410,600,000 of 1937 but still be- 
low the $428,500,000 of 1932, a year 
that marked the nadir of depression 
for industry and business at large; 
lowest point reached by the utility 
industry was in 1934 when earnings 
sank to $344,600,000. 

Kilowatt hour and dollar sales 
volume, on the other hand, continue 
upward. Physical output reached a 
new all-time high of 128 billion kwh. 
last year, topping the previous best 
year, 1937, by 6.7%. Dollar revenues 
also reached a new peak of $2,294.- 
000,000 against a previous record 
$2,181,000,000 two years earlier. The 
rising trend of power output has 
continued in 1940, in recent weeks 
running 10 to 11% ahead of a year 
ago. 

As indicated earlier, 1940 will see 
substantial additions to generating 
capacity; this will, of course, be 
simply an accentuation of the trend 
that has been in effect since 1934. 
Since that year, generating capacity, 
both hydro and steam, has increased 
from 33,524,000 to 37,377,000 kilo- 
watts. 

The near term earnings picture is 
generally satisfactory. First quar- 
ter net income of the industry bet- 
tered that of a year ago by approxi- 
mately 4%—the gain in net did not 


fully reflect the gain in gross earn- 
ings, amounting to 6 or 7%, due toa 
number of factors including higher 


taxes and increased depreciation 
charges. It is estimated that an in- 
crease of at least 5% and perhaps 
better in 1940 second quarter net in- 
come over the second period of 1939 
will be recorded, which would mean 
the best showing for the period in 
eight years. 

In conclusion, it may be noted 
that the industry’s prospects in the 
past year have materially progressed 
from both short and long term view- 
points. Sales this year will undoubt- 
edly reach another new record and 
earnings will almost certainly rise 
further from the levels of recent 
years. The industry’s protracted 
period of acute political woes, more- 
over, appears to be dragging to a 
close although, of course, the end of 
its adjustments under the Holding 
Company Act is still a considerable 
distance off and it will always, by 
its very nature, be subject to the 
attentions of political bodies both 
Federal and local. For some years 
to come, however, the worst of this 
sort of thing seems to be past, with 
continually improving public rela- 
tions apparently in store for the 
industry from here on. 





Investment Status and Out- 
look of Public Utility 
Securities 





(Continued from page 289) 


3.45%. The lower yields are ap- 
parently in reflection of the factors 
affecting all bonds, rather than of 
the gains in volume of business and 
the general clarification of the util- 
ity picture. 

Almost the same might be said of 
preferred stocks in the industry, ex- 
cept that the variations in quality 
are extremely wide and the return 
on investments sometimes runs into 
high figures. Where there are divi- 
dend accumulations of any size, the 
investor will usually find it wiser to 
buy the preferred in a company 
rather than the common. Generally 
speaking, utility preferreds are priced 
lower than industrials of comparable 
grades. 

Common stocks in the group are 
also of various types and qualities, 
but here the distinctions are sharper. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Know What Action to Take ... 


IN TODAYS WAR MARKETS 


Fast, Definite Telegraphic Service Advises You 
What and When to Buy and When to Sell . . . 
When to Contract or Expand Your Position 


pad war markets compress in a period of weeks 

miniature bull and bear movements which formerly took 
many months to develop. Sound securities which only a 
few short weeks ago represented industries with favorable 
prospects are today considered probable laggards for some 


time to come. 


This changing order has material repercussions on your ef- 
forts to protect and increase your security capital. To meet 
such a situation THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street is conducted. It recognizes 
the vital importance of correctly timing your commitments 
and provides specialized programs . . . by telegraph and 
by frequent mailings . . . for short term and longer term 
investment. 


Rare Opportunities Developing 


The market is now at a level which discounts much of the 
adverse and uncertain factors. Stocks are selling at an ex- 
tremely low ratio of prices to earnings. It is during such 
phases, after a drastic reaction as the recent one, that 
judicious buying brings the largest profits. 


Buoyancy will be highly selective over the months ahead. 
Wer orders from the Allies are growing on a huge scale. 
In addition, our five billion dollar armament program will 
stimulate and sustain business activity. Many industries 
should benefit materially. Other industries will be retarded 
by rising taxes and higher labor costs while some, engaged 
in the manufacture of non-essential products, will be dormant. 


Now is the Time to Act 


Proper action on your present portfolio now may determine 
your capital status for months and perhaps years to come. 
Our first step in serving you will be to appraise your present 
securities, advising you what to hold and what to sell. This 
initial report and our continuous consultation service may 
readily be worth hundreds of dollars to you. 


As an added incentive to enroll with THE FORECAST, we ex- 
tend to you our Special Offer of Free Service to August |. 
You can strengthen your position, prepare to recoup losses 
and profit materially as a base is established and new mar- 
ket leaders can be bought at tremendous discounts from 
their potential near-term values. 





New 
Special 


90 BROAD STREET 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 








Otfer? 


Your subscription will 
start at once but date 
from August I 


We serve only in an advisory 
capacity, handle no funds or 
securities and have no finan- 
cial interest in any issue or 
brokerage house. Our sole 
objective is the growth of 
your capital and income 
through counsel to minimize 
losses and secure profits. 





I enclese () $75 to cover a six months’ test subscription [] $125 to cover a full year of The Investment 
and Business Forecast with service starting at once but dating from August 1, 1940. I understand 
that regardless of the telegrams I select, I will receive the complete service by mail. [] Check here if 
FREE Air Mail is desired in the United States and Canada where it expedites delivery of our bulletins. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our 


Private Code after our Code Book has had time to reach you.) 


O UNUSUAL Low priced Common Stocks for Market Appreciation. One or two wires a 
OPPORTUNITIES month, on average. Maximum of five stocks carried at a time, $1,000 capital 
sufficient to buy 10 shares of all recommendations on an outright basis. 
Oo TRADING Active Common Stocks for Short Term Profit. One or two wires a month, 
ADVICES on average. Maximum of five stocks carried at a time. $2,000 capital suffi- 
cient to buy 10 shares of all recommendations on an outright basis. 

‘a BARGAIN Dividend-paying Common Stocks for Profit and Income. One or two wires a 
INDICATOR month, on average. Maximum of five stocks carried at a time. $2,000 capital 

sufficient to buy 10 shares of all recommendations on an outright basis. 
WME sno avi sin wubie eat'e dele ecceoudadesnee vanes CAPITAL OR EQUITY AVAILABLE.............- 
PB 6 Bods ole CER EAMetN ease eo Cas eueoe ceeUeatede Veuee ceaenhe Hueueecewetede sean eeeaaes 
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Submit Your Securities for Our New War Market Analysis. 


Continuous Consultation. 
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COMMODITY EXCHANGE, INC. 


50 PINE StT., NEW YORK 


UPTOWN OFFICE: HOTEL RITZ-CARLTON 




















BENEFICIAL INDUSTRIAL 


LOAN CORPORATION 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


PRIOR PREFERENCE STOCK 
$2.50 Dividend Series of 1938 
62!/.¢ per share 


(for quarterly period ending June 30, 1940) 


COMMON STOCK 
45¢ per share 


Both dividends are payable June 
29, 1940 to stockholders of record 
at close of business June 15, 1940. 


E. A. BAILEY 


Treasurer 





June 3, 1940 











COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
The Board of Directors has 
declared this day the following dividends: 
Cumulative 6% Preferred Stock, Series A 
No. 55, quarterly, $1.50 per share 
Cumulative Preferred Stock, 5% Series 
No. 45, quarterly, $1.25 per share 
5% Cumulative Preference Steck 
No. 34, quarterly, $1.25 per share 


payable on August 15, 1940, to holders of 
record at close of business July 20, 1940. 


Howtanp H., PELL, Jr. 
Secretary 





June 6, 1949 

















DIVIDEND 


ARMOUR AND COMPANY 

OF DELAWARE 
On May 24 a quarterly dividend of one and 
three-fourths per cent (1% 9%) per share of the 
Preferred Capital Stock of the above corpora- 
tion was declared by the Board of Directors, 
payable July 1, 1940, to stockholders of record 
on the books of the Company at the close of 
business June 11, 1940. 

BE. L. LALUMIER, Secretary 
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Those which are supported by sub- 
stantial earning power and have 
compiled steady dividend records 
must be looked upon as the most 
promising field—even for apprecia- 
tion purposes when the element of 
risk is considered. The others have 
their attractions, yet as already 
noted, there are likely to be better 
trading and speculative vehicles 
among the industrials. For the time 
being, at least, investment among 
the utilities is more wisely based on 
immediate income considerations 
combined with a good measure of 
patience as to eventual capital en- 
hancement. 





What the War Means to 
Bethlehem Steel 





(Continued from page 283) 


share the prospects for continued 
distributions in keeping with earn- 
ings during the balance of 1940 are 
good. 

There is a sharp difference be- 
tween the rampantly optimistic 
statements of the late lamented 
Charles Schwab when he was the 
accredited spokesman for the cor- 
poration and the moderate and often 
pessimistic views of Eugene Grace, 
president of Bethlehem Steel, upon 
whom Mr. Schwab’s mantle seems 
to have fallen. Nevertheless, at Mr. 
Grace’s most recently reported inter- 
view he was forced to admit that 
the situation was “pretty good” and 
that billing prices had been show- 
ing a moderate upward trend. It 
was also indicated that export busi- 
ness was playing an increasingly 
large part in the business, such buy- 
ing including South American con- 
sumers as well as other foreign neu- 
trals whose previous sources of sup- 
ply were Germany, Belgium and 
France. Much of the exported steel 
was in commercial forms although 
there was no indication that these 
materials would not be converted to 
military use upon their arrival at 
their final destination. 

Second quarter billings for those 
commodities upon which a price con- 
cession was announced last April will 
all have been delivered by June 30 
and while the cumulative effect will 
probably be to hold the level of 
average billings in check for the first 
half of the year, the second half bids 


fair to be far more active than the 
first six months period and prices 
will be generally higher. As a result 
full year billings will most likely be 
at a substantially better height than 
a year ago and tonnage of shipments 
will probably reach new high levels. 

Despite the current high rate of 
carnings, the prospects of increas- 
ingly good business and demon- 
strated increases in common divi- 
dends, the market value of the com- 
mon shares has not been much better 
than the average. General uncer- 
tainties have sharply driven quota- 
tions for Bethlehem common down 
as far as 631% from a high of 8934 
and even now the common stock is 
currently selling in the vicinity of 70. 
The prospect of earnings exceeding 
$8 a share this year, and the possi- 
bility that they may even go above 
$10 a share if nothing more unfavor- 
able develops, would seem to make 
these shares an ideal medium for 
participation in the benefits that 
should accrue from a rising rate of 
commercial activity, our prepared- 
ness program and foreign military 
orders. At present prices the stock 
is selling to yield nearly 614% if the 
current dividend rate is continued 
throughout the balance of the year. 





Bristol-Myers 





(Continued from page 301) 


company’s products. Normally, 
however, foreign sales account for 
only about 5 per cent of the com- 
pany’s gross. 

In the main, therefore, it would 
appear that the company’s prospect 
over the months ahead remain 
pretty much as they were at almost 
any time within the last ten years. 
Granted that the company con- 
tinues to successfully defend its com- 
petitive position, the chances would 
appear that the company’s prospects 
and dividends which should compare 
favorably with the average results 
shown in recent years. 

Sharing with manufacturing and 
merchandising skill in importance 
from the standpoint of contributions 
made to the company’s excellent 
record have been a simple and 
supportable capital structure and 
the management’s sound financial 
policies. 
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SIGNIFICANT of 


mercial, industrial and 


labor. 


A NEW VOLUME PEAK 
IN ELECTRIC SALES 


increasing 
territory it serves is the expanding electric sales 
volume of Columbia System operating companies. 


The System recently issued its annual report which 
shows that sales of electricity during 1939 exceeded 
by a wide margin those of any previous calendar 
year. In kilowatt hours 1,374,152,619 were sold, 
as compared to 1,217,177,634 for 1938. 


electric customers increased from 357,597 to 367, 


Many factors have contributed to this growth. 
domestic 
adopting higher standards of lighting. 
are being used more extensively to save time and 
Factories, locating in the smaller communi- 
ties, tend to increase local employment, resulting in 
greater demand for electric service. 

In each of these developments Columbia System 
participation is active and constructive. By adher- 
ing to traditionally high ideals of public service, its 


subsidiaries keep pace with our national progress. 


Visit FORWARD MARCH OF AMERICA 
ELECTRIC UTILITIES EXHIBIT 
and GAS WONDERLAND 


at the NEW YORK WORLD'S FAIR 


COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
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Bristol-Myers has neither funded 
debt nor preferred stock outstand- 
ing. Holders of the company’s 
681,881 capital shares have sole claim 
on earnings and assets. Without the 
necessity of spreading net income 
over interest charges and preferred 
dividends, stockholders’ earnings 
have been free from the potent in- 
fluences of capital leverage, which 
has the effect of placing marked em- 
phasis on only a comparatively slight 
change, for better or worse, in gross 
and net income. Contrary to the 
unusual stability shown by the com- 
pany’s earnings, had there been 
bonds and preferred stock outstand- 
ing, wide fluctuations might well 
have been shown in both per-share 
earnings and dividends. Capital lev- 
erage is an effective factor from a 
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speculative standpoint, but from an 
investment standpoint its  non- 
existence is most desirable. 

At the end of 1939, the balance 
sheet of Bristol-Myers disclosed 
cash alone in excess of $2,500,000, 
or well over double all current liabil- 
ities of $1,174,850. In addition the 
company held marketable securities 
worth some $667,000, while the total 
of current assets exceeded $6,400,- 
000. Total assets were close to 
$9,000,000. In accordance with the 
more conservative of present day 
accounting practices, trade marks, 
goodwill, etc., were carried on the 
balance sheet at $1. 

Bristol-Myers’ total sales last year 
of $16,324,702 were the largest in 
the company’s history. Aided by a 
slightly higher margin of profit last 


year, consolidated net income rose 
from $2,217,810 in 1938 to $2,379,- 
784, the best figure since the dissolu- 
tion of Drug, Inc., and the emerg- 
ence of Bristol-Myers as an inde- 
pendent organization. Applied to 
the 681,881 shares of capital stock, 
net last year was equal to $3.49 a 
share, comparing with $3.25 a share 
in 1938 and $3.21 in 1937. During 
the period when the company was 
a part of Drug, Inc., there were two 
years in which larger earnings were 
shown on the capital stock, while 
the lowest level which earnings 
reached since the company has been 
on its own was $2.82 a share in 1934. 

In the initial quarter of the cur- 
rent year the company’s tentative 
report disclosed net income of $773,- 
031, equal to $1.13 a share and com- 
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UNION CARBIDE 

AND CARBON 

CORPORATION 

A 

A cash dividend of Sixty cents (60c) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1, 1940, to 
stockholders of record at the close 
of business June 7, 1940. 


ROBERT W. WHITE, Treasurer 























THE TEXAS CORPORATION 


151sr Consecutive Dividend paid 
by The Texas Corporation and its 
an predecessor, The Texas Company 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on July 1, 1940, to 
stockholders of record as shown by the 
books of the corporation at the close ot 
business on June 7, 1940. The stock 
transfer books will remain open. 
” L. H. LInpEMAN 

May 24, 1940 Treasurer 

















LOEW’S INCORPORATED 
“THEATRES EVERYWHERE” 
June 7th, 1940. 
THE Board of Directors on June Sth, 
1940 declared a dividend at the rate of 
50c per share on the outstanding Common 
Stock of this Company, payable on June 
29th, 1940 to stockholders of record at the 
close of business on June 18th, 1940. 
Checks will be mailed. 
DAVID BERNSTEIN 


Vice-President & Treasurer. 











Allied Chemical & Dye Corporation 
61 Broadway, New York 


May 28, 1940 
Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 77 
of One Dollar and Fifty Cents ($1.50) 
r share on the Common Stock of the 
ompany, payable June 20, 1940, to 
common stockholders of record at the 
close of business June 8, 19 


W. C. KING, Secretary 








UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Company, 
payable July 1, 1940 to stockholders of record 
at noon June 15, 1940. 
C. H. McHENRY, Secretary. 


BRR ES TTT 
ATTENTION TREASURER ! 


Among the 100,000 or more inquiries our Per- 
sonal Service Department answers each year, 
the type most frequently asked is: 

“What is the dividend prospect for this stock?” 
It is our job to keep the investment buying 
public fully informed of the progress of those 
corporations whose securities are held by them. 
We believe you will want to co-operate with us 
in keeping your company before this all-impor- 
tant body of stockholders. It is a sound 
‘*Public Relations’’ policy to do so. 

An excellent and inexpensive way of doing this, 
is to run your dividend notices in our pages. 
It costs but one dollar per line! 

Write adv. dept. 


The Magazine of Wall Street 
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paring with $1.27 a share earned in 
the same period a year ago. No 
official explanation was given for the 
drop in earnings, and while the de- 
cline was moderate it is emphasized 
to some extent by the fact that it 
occurred during a period when the 
majority of corporations were re- 
porting earnings well ahead of last 
year. It is possible, however, that 
the company’s foreign distributing 
facilities have suffered some disloca- 
tion as a result of the war and it is 
certain that the company has suf- 
fered some losses as a result of the 
decline in and restrictions placed 
upon most foreign currencies. At 
this time, however, there is nothing 
to indicate that the decline in earn- 
ings will be accelerated in the 
months ahead. Meanwhile, more- 
over, even the somewhat lower level 
of earnings is sufficient to provide 
an adequate margin for the 60-cent 
quarterly dividend. 

From all of which several con- 
clusions appear pertinent. First, 
the shares of Bristol-Myers appear 
to have most, if not all, the quali- 
fications which would commend their 
consideration by conservative in- 
vestors seeking reasonable security 
and a dependable income. Nor does 
it seem likely at this time that any 
of these qualifications will be nulli- 
fied by any conceivable events re- 
sulting from the war. The yield 
basis of 6% on which the shares are 
currently obtainable speaks for it- 
self. Finally, while the shares are 
devoid of those elements which 
would promise much in the way of 
price gain, they have sold as high 
as 5334 this year. Subsequent re- 
covery to those levels would repre- 
sent a gain of about 35! 
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dearth of competition. 

The same is true of the light ap- 
pliance field. Here the electric iron 
is the item in most common use, 
with toasters and vacuum cleaners 
next, and as regards these lines sales 
are now largely for replacement. 
Due to their relatively short average 
life, however, volume from this 
source is considerable, vacuum 
cleaner sales, for example, running 
well over 1,000,000 units annually. 


Cleaners, incidentally, gained 23% 
in sales last quarter over a year 
earlier, and the short term outlook 
for the light appliance field as a 
whole, including lamps, irons, toast- 
ers, percolators, fans and the like, 
is fully as promising as that for the 
heavier lines. In addition to General 
Electric and Westinghouse, McGraw 
Electric and, to a lesser extent, Chi- 
cago Flexible Shaft are outstanding 
in the small appliance trade. 

Of course, it is in the field of radio 
and television that some of the most 
interesting and commercially sig- 
nificant developments of all have 
been taking place. Commercializa- 
tion of television has recently been 
retarded by the exercise of wholly 
unwarranted bureaucratic control 
over the industry by a Government 
agency, but it is difficult to believe 
that this situation will prove more 
than temporary. Of particular in- 
terest from the technical point of 
view is Radio Corporation’s present 
work in the perfection of image pro- 
jections on large screens. This, to- 
gether with line and frequency sta- 
bilization, should go far toward 
greatly increasing the market for 
receivers in the not too distant fu- 
ture; a corollary problem, of course, 
is the development of suitable pro- 
grams, these now being confined 
largely to sports and news events. 


Somewhat akin to television is 
facsimile broadcasting whereby 
printed and pictorial matter, even in 
color, is put on the air and repro- 
duced at high speed by a receiving 
apparatus attachable to the ordi- 
nary radio set. Home-produced 
newspapers, turned out in the early 
morning hours and complete with all 
the late news by breakfast time, are 
thus possible with facsimile broad- 
casting, but it seems likely that its 
most valuable ultimate uses will be 
found in commercial, military and 
police fields. 

With the official blessing of the 
Federal Communications Commis- 
sion, frequency modulated (static- 
free) broadcasting has now reached 
the commercial stage and promises 
to prove one of the most important 
innovations since the introduction of 
radio itself. Over a period of several 
years it is probable that virtually all 
radio receiving sets of the present 
type will be replaced by FM sets. 
The implications as regard set mant- 
ufacturers are obvious; a very sub- 
stantial volume of business for the 
larger companies will also be derived 
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No loyal American citizen will complain of taxes to provide necessary 
national defense. But wasteful and extravagant spending of taxpayers’ 
money, especially under present conditions, is no less than criminal. 





Excessive taxation imposed upon Ameri- The disastrous effect upon industry of 
can industry as a result of wasteful spend- excessive taxes works hardships not only 
ing by our Government is ruinous to the directly on investors and employes, but 
system of free enterprise in this country. also indirectly on all policyholders in life 
It is unjust to Workers, Savers, and In- insurance companies and depositors in 
vestors. It is destroying the sources of savings banks, whose funds amounting 
employment and the foundation of pros- to billions of dollars are invested in the 
perity. securities of American industry. J 


The American Federation of Investors, with the co- 
operation of more than 165 representative business 
corporations, has just completed an exhaustive sur- 
vey, revealing the crushing burden of taxeson Amer- 
ican industry in 1939. Authentic data are given 
showing number of stockholders and employes, earn- 
ings, total taxes, and other information on which 
highly interesting and important comparisons are 
based. The results of this survey will be published 
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in re-equipping broadcasting sta- 
tions. 

As has already been noted in the 
case of motors and other equipment 
for machine tools, shipyards and 
naval vessels, the war and its con- 
sequences have made _ themselves 
felt in the electrical equipment field. 
This is especially apparent in radio, 
sales of receiving sets last year hav- 
ing reached a new all-time peak of 
8,581,000 units. The outbreak of 
hostilities and concomitant increase 
in domestic and foreign news broad- 
casts brought an extremely sharp 
jump in set sales, this being accen- 
tuated with each new and dramatic 
turn of the war. Also, our own 
emergency armament program will 
mean a substantial increase in sales 
of radio equipment for planes, tanks, 
scout cars, etc. 

The export situation has not been 
greatly influenced by the war 
though some business has been 
gained at the expense of Germany, 
formerly an important exporter of 
electrical equipment. Overseas sales, 
however, have never accounted for 
more than a very small percentage of 
the total volume of domestic manu- 
facturers. 

By and large, the near term out- 
look for the electrical equipment in- 
dustry is more encouraging that it 
has been in some time past. The 
same is true of longer term prospects 
for here the industry, to a greater 
extent than almost any other with 
the exception of chemicals, is favored 
by virtue of its continuous and pro- 
ductive research activities. Perhaps 
the most significant development in 
years was the recent announcement 
of a Swedish scientist of high stand- 
ing of a practical method for ex- 
tracting U-235 in commercial quan- 
tities from ordinary uranium. The 
implications that holds forth in con- 
nection with the possibilities of har- 
nessing sub-atomic power and conse- 
quent steam generation of electricity 
at extremely low cost are of an im- 
portance that can scarcely be over- 
looked from the standpoint of the 
electrical equipments. Radical re- 
ductions in power rates would prob- 
ably aid the industry more than any 
other single factor; with commercial- 
ization of sub-atomic power, a sub- 
ject heretofore confined largely to 
the Sunday supplements and pseudo- 
scientific publications, such reduc- 
tions over a period of years now 
seem a distinct possibility. 
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closed made much legal history, and 
all on the New Deal pattern. It 
widened conception of interstate 
commerce powers of Congress, en- 
larged powers of administrative 
agencies, restricted patent rights, 
and greatly extended scope of anti- 
trust laws. 
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other security groups traded on our 
exchanges. 

Looking somewhat further ahead, 
the American oil industry is beset 
by the fact that the Federal Gov- 
ernment may accede to depart- 
mental pressure and use the sem- 
blance of a national emergency to 
federalize our oil fields under the 
pretext of conserving crude oil re- 
serves. Such a step would be a 
pretext at best since—as has been 
pointed out in previous paragraphs— 
proven reserves are constantly in- 
creasing but if the industry did come 
under government control something 
akin to what happened to the rail- 
roads during the last war might be 
expected. Even the possibility of 
such a move cannot help but have a 
restrictive influence upon the desir- 
ability of owning oil shares at this 
time. Naturally, federalization of 
the oil industry could not be accom- 
plished without a sharp fight from 
the various states involved but con- 
tinuous production in excess of ac- 
tual needs and the inability of the 
industry to get some of its members 
to conform to the self imposed re- 
strictions on production are not 
doing the case any particular good. 
Then too, with the rather general 
hysteria as to the desirability of im- 
mediate defense measures of the 
wildest and widest sort, such a move 
might easily be accomplished with 
the blessings of all of the people with 
the exception of the investors and 
the management element of one of 
our largest industries. 

From the consumer’s standpoint 
there is nothing to fear but higher 
costs of petroleum products. Not 


that the oil producers are likely to 

get more for their material but be. | 
cause the tax burden both on the | 
companies and the consumer is very — 
likely to increase. As it is now, in | 
some instances the companies’ tax 
bill tops the amount that accrues to — 
the owners as a return for the use of 
their capital and often the levy is | 
quite close to the amount of money | 
that has been distributed during the 
year to the employees in the form 
of wages. Since most of the tax is 
collected in a more or less painless (?) 
manner it will probably increase. 
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go on until Germany and Italy are 
exhausted. With the assurance of 
the Allied fleet in the Westen 
Hemisphere, and the British govern- 
ment established in Canada, a block- 
ade of Germany and Italy will take 
place, depriving them of the essen- 
tial food and raw materials for a 
continuation of this war. It will 
give the United States that neces- 
sary element of time to bring to full 
productive capacity the implements 
of modern warfare. 

It is not necessary for the United 
States to declare war on the Axis 
powers. These are days of unde | 
clared wars—and actually we have 
been at war for a long time. 

Our defense program has gotten 
off to a fine start, and the country 
has confidence in those designated to 
take charge of the program. We — 
are fortunate in having such men as 
Edward R. Stettinius, Jr., William §. 
Knudsen, Chester C. Davis, Ralph 
Budd and Sidney Hillman in these 
key positions. And all Americans 
want the Government to give them 
unstintingly the fullest cooperation. 
Under these circumstances the dif- 
ferences in politics will quickly fade 
away and a united country will set | 
itself sternly and resolutely to the 
task of cutting out the cancerous 
growth of decadence which has 
brought the world to such a pass. 

Future historians will refer to this 
period as the age of gangsterism—of 
sell-outs — of decadence in high 
places—of a rotten social fabric. 
This cannot be cured by slaves un- 
der absolutism — but by free men 
recognizing the obligations inherent 
in their privileges. 
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